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l. INTRODUCTION

1. Inthis Recommended Decision, the Federal-State Joint Board on Universal Service
(“Joint Board”) provides the Commission its recommendations regarding Lifeline and Link-Up
(collectively “Lifeline/Link-Up™), two federal support programs that are used to advance
universal service and to ensure that quality telecommunicationsservices are availableto low-
income consumers atjust, reasonable, and affordablerates. Since its inception, Lifeline/Link-Up
has provided support for telephone service to millions of low-income consumers.” Despite this
success, the Joint Board believes that the program can be further improved. Therefore, the Joint
Board recommends that the Commission expand the default federal eligibility criteria to include
an income-based criterion and additional means-tested programs. In addition, the Joint Board
recommends that the Commission require states, under certain circumstances, to adopt
verification procedures. Finally, to more effectivelytarget low-income consumers, the Joint
Board recommends that the Commission provide outreach guidelines for the Lifelinekink-Up
program. The Joint Board believes that the recommendations set forth in this document will
make the Lifeline/Link-Up program more inclusive and robust, consistent with section 254(b) of
the Communications Act of 1934, as amended (“Act”), to meet the twin goals of affordability
and increased subscribership.?

IL BACKGROUND

2. Section 254 of the Act codified the Commission’s and states’ historic commitment to
advancing the availability of telecommunications services for all Americans. Specifically,
section 254(b) establishes principles upon which the Joint Board and the Commission shall base
policies for the preservation and advancement of universal service. These principles state that:
(1) quality services should be available at just, reasonable, and affordablerates; (2) access to
advanced telecommunications and information services should be provided in all regions of the
Nation; (3) consumers in all regions of the Nation, including low-income consumers, should
have access to telecommunications and information services, that are reasonably comparable to
those services provided in urban areas and that are available at rates that are reasonably
comparable to rates charged in urban areas; and (4) there should be specific, predictable and
sufficient Federal and State mechanisms to preserve and advance universal service.’
Additionally, section 254(e) states that only eligible telecommunications carriers designated
pursuant to section 214(@)4 shall be eligible to receive federal universal service support.5 To be
designated an eligible telecommunicationscarrier pursuant to section 214(e}, a carrier must

' See FCC, Trends in TelephoneService Report, Table 7.2, 7.4 (May 2002) (2002 TrendsRepori) (estimating that 6.2
million people paid reduced rates under the Lifeline program in 2001 and 12.1 million people paid reduced charges
under Link-Up since 1987).

247 U.S.C. § 254(b).

P47 U.S.C. § 254(b).

447 U.S.C. § 214(e).

P47 U.S.C. § 254(e).
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throughout its service area “offer the services that are supported by Federal universal service
support mechanisms under section 254(c).”® Additionally, eligible telecommunications carriers
must “advertise the availability of such services and the chargestherefor using media of general
distribution.”” Carriers have flexibility to determine appropriate outreach methods and materials
employed, subjectto any state requirements.

3. The Lifeline/Link-Up program is one of several universal service support
mechanisms.* Universal service support advances the availability of telecommunications
servicesto all consumers, including low-income consumers and those living in rural, insular, and
high cost areas at rates that are reasonably comparable to those charged in urban areas.’
Universal service support also promotes the ability of schools, classrooms, libraries and health
care providers to have access to advanced telecommunications services.” The Schoolsand
Libraries program helps to ensure that the nation’s classrooms and libraries receive access to the
vast array of educational resources that are accessible through the telecommunications network.
The Rural Health Care program helps to link health care providers located in rural areas to urban
medical centers so that patients living in rural America will have access to the same advanced
diagnostic and other medical services that are enjoyed in urban communities.

4. Lifeline provides low-income consumers with monthly discounts on the cost of
receiving telephone service for a single telephone line in their principal residence.”” Link-Up
provides low-income consumerswith discounts on the initial costs of commencing telephone
service.” Recognizing the unigque needs and characteristicsof the tribal community, enhanced
Lifeline and Link-Up provides qualifying low-income individuals living on tribal lands with
additional discounts on the cost of receiving telephone service and the initial costs of
commencing telephone service."

5. On December 21,2000, the Commission referred low-income support issues to the
Joint Board.!* In the Referral Order, the Commission requested the “Joint Board to undertake a

47 U.S.C.§ 214(e)1XA).

747 U.S.C.§ 214(eX1XB)

® The Commission adopted Lifelinekink-Up prior to passage ofthe 1996 Act pursuant to its general authority under
sections 1, 4(i), 201, and 205 ofthe Act. See Federal-State Joint Board on Lniversal Service, CC Docket No. 96-45,
Report and Order, 12 FCC Red 8776,8952-53, para. 329 (1997) (1997 Universal Service Order);47 U.S.C. §§ 151,
154(i), 201,205.

® See 47 U.S.C.§ 254(b)3)

' See 47 U.S.C.§ 254(b)(6)

" See 47 C.F.R.§ 54.401{a)(2); 1997 Universal Service Order, 12 FCC Rcd at 8957, para. 341

12 See 47 C.F.R.§ 54.411¢a)1)

13 See 47 C.F.R.§§ 54.405(a)4), 54.411(a)(3).

'* See Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Order, 15 FCC Red 25257 (2000)
(Referral Order).
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review of Lifeline and Link-Up service for all low-income customers, including a review of the
income eligibility criteria.”” In response to the Referral Order, the Joint Board released a
Public Notice seeking comment on its review of Lifeline and Link Up, including enhanced
Lifeline and Link Up.'® The Public Notice specifically sought comment on the effectiveness of
the current rules, possible modifications to the programs, and outreach efforts.”

Im1. DISCUSSION

6. As an initial matter, the Joint Board believes that the Lifeline/Link-Up programs
generally are effective, and we are confident that the modifications proposed herein will improve
them even further. As discussed below, on average, Lifeline/Link-Up assistance programs have
produced increased telephone subscription among low income households, as was our goal.
Nevertheless, our analysis also reveals that significant differences in low-income telephone
penetration exist over time and among the states.” Therefore we also recommend that the
Commission seek more information as to the reasons for these differences in program
effectiveness.

7. The data reviewed by the Joint Board suggests that there may be a strong connection
between Lifeline/Link-Up assistance and telephone penetration. Between 1984and 1997, the
telephone penetration rate for low-income households in states with Lifeline/Link-Up assistance
increased by an average of 0.5% per year. By comparison, the penetration rate for low-income
households in states without Lifeline/Link-Up assistance increased by an average of 0.25% per
year. The Federal-State Joint Board’s 1999 Monitoring Report found that “the Lifeline program
has a positive and significantimpact on telephone subscribership,implying that increases in the
Lifeline discount would increase telephone penetration.”” In addition, the Commission’s 1997
Universal Service Order concluded that “providing Lifeline support in all states, irrespective of
state participation, will help increase subscribership in those states that presently do not
participate in the Lifeline program.””’

8. Additionally, the data reviewed by the Joint Board indicates that, between 1997 and
2001, the penetration rate for low-income households in states with full Lifeline/Link-Up

IS Referral Order, 15 FCC Red at 25257

'® See Federal-State Joint Board on Universal Service Seeks Comment on Review of Lifeline and Link-Up Servicefor
All Low-Income Consumers,CC-Docket 96-45, Public Notice, 16 FCC Red 18407 (2001) (Public Notice).

17 See id. at 18409, 18411-14.

'* For example, between 1997to 2001, low-income telephone penetration increased by 15.9% in Alaska, but decreased
by 2.4%in lllinois. See industry Analysis and Technology Division, Wireline Competition Bureau, Federal
Communications Commission, Telephone Penetration By Income By State at 9, Table 3 (rel Apr. 2002).

® Industry Analysis Division, Common Carrier Bureau, Federal CommunicationsCommission, Federal-State Joint
Board December 1999 Monitoring Report at 6 - 7 (rel. Feb. 2000}, available at
<http://www.fcc.gov/Bureaus/Common_Carrier/Reports/FCC-State_Link/Monitor/mrd99-6.pdf>.

*® 1997 Universal Service Order, 12 FCC Red 8776, 8963-64, para. 353 (1997).
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assistance increased by an average of 0.61% per year.! By comparison, the penetration rate for

low-income households in states with intermediate Lifeline/Link-Up assistance increased by
0.29%.*2 StatesWiith basic Lifeline/Link-Up assistance saw a decrease in penetration rates by an
average of -0.21% per year.”> Thus, telephone penetration increased at a greater rate, on average,
for low-income households in those states where the maximum federal support was provided.

9. Despite significant success of the program in some states, Lifelinekink-Up continues
to serve only a small portion of the low-income households in this country. Lifeline/Link-Up
take rates have been highest in states that provide matching funds and engage in proactive
targeted efforts such as automatic enrollment, aggressive outreach and intrastate multi-agency
cooperation. We agree with the vast majority of commentersthat the current Lifeline/Link-Up
program could be further improved, consistent with the statutory principle of affordability and
the goal to promote universal service by increasing subscribership.%* The Joint Board must also
ensure that the public interest is served by the efficient use of universal service support. We
believe that the recommendations outlined in this Recommended Decision will achieve these
goals.

10. Generally, the Joint Board recommends that the current program-based default
federal eligibility criteria should be expanded to include an income-based standard of 135% of
the Federal Poverty Guidelines (FPG), the Temporary Aid to Needy Families program (TANF),
and the National School Lunch free lunch program (NSL).* Although the Joint Board strongly
encourages the statesto adopt these measures, we do not recommend imposing a national
eligibility standard on states that currently provide Lifeline/Link-Up support. The Joint Board
also recommends that the Commissionrequire states to adopt verification procedures, under

lendustry Analysis Division, Common Carrier Bureau, Federal Communications Commission, Federal-State Joint
Board October 2002 Monitoring Report, Table 6.4, 6 - 19(rel. Oct. 2002), available at
<http:/fwww.fce.gov/Bureaus/Common_Carrier/Reports/FCC-State_Link/Monitor/mrs02-0.pdf> (2002 Monitoring
Reporf). States with full Lifeline/Link-Up assistance provide “‘sufficient support to get the maximum federal
matching support. The total federal and state support in these states was $11.35or more.” Id.&6- 7.

2 2007 Monitoring Report at Table 6.4. States with intermediate Lifeline/L.ink-Up assistance provide “some
suppon, but less than enough to qualify for the maximum federal support. The monthly level of support in such
states was more than $6.10, but less than $11.35.” Id at6- 7,

#2001 MoniforingReport at Table 6.4. States with basic Lifeline/Link-Up assistance provide “no support, but
receiv[e] the basic federal support of $6.10 per line per month.” Id. at 6 - 7.

247 US.C. § 254(b).

23 We note that the recommended modifications to the federal Lifeline/Link-Up program are general in nature and
not specifically intended to affect consumers living on tribal lands. We note that several commenters who
specifically addressed tribal needs made generally applicable suggestions, such as adding an income-based criterion
and requiring more extensive outreach efforts targeting consumers living ontribal lands. See Confederated Tribes of
the Umatilla Indian Reservation Comments at 1-2 (Umatilla); Gila River Telecommunications, Inc. Comments at 5,
12-15 (Gila River); Smith Bagley, Inc. Reply Comments at 3-5, 8-9 (Smith Bagley). We propose many of these
suggestions in this Recommended Decision.
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certain circumstances, to ensure that consumers receiving benefits are eligible. The Joint Board
recommends that the Commission issue guidelines on which states and carriers can base their
outreach practices, in order to more effectively target low-income consumers and increase
participation in the Lifeline/Link-Up programs. The Joint Board believes that gathering data and
information about state Lifeline/Link-Up programs will enable the Commission to make more
informed decisions in any future Lifeline/Link-Up orders. In order to obtain feedback on the
success of the revised Lifeline/Link-Up program, the Joint Board recommends that the
Commission adopt a voluntary information collection from the states in its future order adopting
changes to the Lifeline/Link-Up program. This voluntary survey, as contained in Appendix C,
would ask states to provide information about any eligibility and verification criteria
implemented as a result of the Commission's changes to the Lifeline/Link-Up program.?® States
would provide feedback on whether the changes improved telephone penetration rates, on any
administrative burdens or inefficiencies the state has experienced, and on suggestions for
additional changes to the Lifeline/Link-Up program. The Joint Board recommends that the
Commission make submission of this survey voluntary for states with a due date of one year
following the effective date of any changes made to the Lifeline/Link-Up program. The Joint
Board recommends that the Commission seek comment on the survey's format and questions
asked.

A Eligibility
1. Background

11. Currently, Lifeline/Link-Up eligibility is based on participation in means-tested
programs. In order to be eligible for Lifeline/Link-Up assistance under the default federal
criteria for states that do not have their own Lifeline/Link-Up program, a consumer must certify,
under penalty of perjury, that he/she participates in at least one of the following federal
programs: Medicaid, Food Stamps, Supplemental Security Income (SSI), Federal Public Housing
Assistance (Section 8), or the Low Income Home Energy Assistance Program (LIHEAP).? In
states that have their own Lifeline/Link-Up programs, the consumer must meet the eligibility
criteria established by the state, consistent with sections 54.409 and 54.415 of the Commission's
rules, and follow the state's certification procedures.”® The current rules allow states that have
their own programs flexibility in establishing their own eligibility criteria to fit the unique
characteristics of that state, although some of these states elect to use the federal criteriaas their
default standard.”

12. Inthe Twelfth Report and Order,*® the Commission adopted more expansive

2 See Appendix C.

7 See 47 C.F.R. §§ 54.409(b), 54.415(b).
* See 47 C.F.R.§§ 54.409(a), 54.415(a).
¥ See 47 C.F.R.§§ 54.409(a).

** Federal-StateJoint Board on Universal Service: Promoting Deployment and Subscribership in Unserved and
Underserved Areas, Including Tribaland Insular Areas, CC Docket No. 96-45, Twelfth Repon and Order,
(continued....)
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Lifeline/Link-Up eligibility criteria for low-income consumers living on tribal lands?" For those
consumers, the Commission established an enhanced Lifeline/Link-Up program. In order to
qualify for enhanced Lifeline/Link-Up if the consumer lives in a state that does not have its own
Lifeline/Link-Up program, the consumer must certify, under penalty of perjury, that he/she
participates in one of the five programs listed above or any of the following additional federal
programs: Bureau of Indian Affairs General Assistance, Tribally-Administered Temporary
Assistance for Needy Families (Tribal TANF), Head Start (only for those meeting its income
qualifying standard), or the National School Lunch Program's free lunch program.** In a state
with its own enhanced Lifeline/Link-Up program, a consumer Iivin% on tribal lands may also
meet the eligibility and certification criteria established by the state.”> But consumers living on
tribal lands may still receive federal enhanced Lifeline/Link-Up support even if they do not meet
the state's eligibility criteria, as long as they meet the federal default eligibility criteria for the
enhanced program.

13. In January 2002, there were an estimated 107 million total households in the U.S.**
An estimated 17.4million of these households gor 16.3%) were eligible for Lifeline/Link-Up
assistance under the current eligibility criteria.”> Based on Universal Service Administrative
Company (USAC) data,*® an estimated 6.5 million low-income households (or 38% of eligible
households) actually subscribed to the Lifeline service in 2002.*” USAC also reports that total
2002 expenditures for Lifeline were $647 million.*®

(...continued from previous page)
Memorandum Opinion and Order, and Further Notice of Proposed Rulemaking, 15 FCC Red 12208 (2000) {Twelfth

Report and Order).

31 See Twelfth Report and Order, 15 FCC Rcdat 12215, 12243-49
2See47 C.F.R. §§ 54.409(c), 54.415(c).

%3 Seed7 C.F.R. §§ 54.409(c), 54.415(c).

% This estimate was based on March 2000 Current Population Survey of Household data (CPSH data), and adjusted for
growth.

** These figures were based on March 2000 CPSH data and adjusted for growth. See also
<http//fwww lifelinesupport.org>.

% USAC is a private, not-for-profit corporation that administers the universal service support mechanisms.

%7 This data represents average quarterly Lifeline subscribers for the fust three quarters 0f2002 and estimated average
quarterly Lifeline subscribers for the last quarter of 2002. See Federal Universal Service Support Mechanisms Fund
Size Projections for the Second Quarter 2003, LI0OS, available at <htip://www.universalservice.org/overview/filings>
(filed January 3 1,2003) (USACFilingfor Second Quarter 2003 Projections), USAC Lifeline Report for the Fourth
Quarter of 2002 (unpublished report).

% This data represents actual reported Lifeline expenditures for the fust nine months of 2002 and estimated Lifeline
expenditures for the last three months of 2002. See USAC Filing for Second Quarter 2003 Projections at LIO7; Federal
Universal Service Support Mechanisms Fund Size Projections for the Fourth Quarter 2002, LI01, available at
<http://ww.universalservice.org/overview/filing$Hed August 2,2002) (USAC Filing for Fourth Quarter 2002
Projections).


http://LifeIine/Link4.Jp
http://www
http://www.universaIservice.org/overview/filings
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14. In the Public Notice, the Joint Board sought comment on whether an income-based
standard should replace or be added to the current program-based criteria, and whether to add
more assistance programs to the current list of default eligibility criteria in order to improve
Lifeline/Link-Up participation.” The Joint Board also sought comment on whether the
Commission should adopt one national standard for purposes of determining eligibility for
federal support.*® Finally, the Joint Board sought comment on whether the Commission should
adopt a set duration period of eligibility for Lifeline/Link-Up.*!

2. Discussion
a. Income-Based Criteria

15. The Joint Board recommends that the Commission add an income-based standard to
the current default federal eligibility criteria. Specifically, the Joint Board recommendsthat a
consumer be eligible for Lifelinekink-Up when the consumer’s income is at or below 135% of
the Federal Poverty Guidelines (FPG). The Joint Board finds that adding an income-based
criterion of 135% of the FPG will increase low-income participation in the Lifelinekink-Up
program. Thiswould enable, for example, a family of four whose annual income is at or below
$24,840to qualify for Lifeline/Link-Up support.*> We have included in Appendix D estimated
income requirements for various sizes of households at or below 135% of the FPG.* We
estimate that adding an income-based criterion of 135% of the FPG could result in approximately
one million new Lifeline subscribers. Of these new Lifeline subscribers, we project that
approximately one quarter would be new subscribersto telephone service. Therefore, in addition
to putting many low-income subscribers on the network for the first time, this additional criterion
would also ensure that many other low-income subscriberswill be better able to afford to remain
on the network.** We believe adding an income-based standard would promote universal service
by increasing subscribershipand overcoming certain barriers to participation, as described
below.

%9 See Public Notice, 16 FCC Red at 18411-12
0 See Public Notice, 16 FCC Rcdat 18411.
*! See Public Notice, 16 FCC Red at 18411.

“2 See 2003 Poverty Guidelines for the 48 Contiguous States and the District of Columbia, 68 Fed. Reg. 6456-58 (2003)
(2003 FPG).

** See Appendix D

* See Joint Board Staff Analysis set forth in Appendix F. The staff analysis assumes that all states choose to adopt the
new federal default income-based standard in accordance with the Joint Board’s recommendation that the Commission
encourage all states to adopt the new recommended federal default criteria. See infra para. 25. Accordingly, the
estimates presented are likely to represent the upper limit of potential new Lifeline and telephone subscribers and
estimated impact on the fund. If some states choose not t0 adopt the federal income-based criteria, the number of
subscriberswould be correspondingly lower. This analysis also assumesthe following: statesthat already have an
income criterion of 150% ofthe FPG or higher keep it: the FPG standards remain the same; there are no other changes
to the Lifeline/Link-Up program or the qualifying Lifeline/Link-Up eligibility programs; and people quickly learn of
the program change and rapidly act on that information. See Appendix Fat 13,
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16. We note that, in the Twelfth Reporfand Order, the Commission declined to adopt an
income-based criterion, but promised to further examine this possibility in the future because it
might “reach more low-income consumers, including low-income tribal members, than the
current method of conditioningeligibility on participation in particular low-income assistance
programs.” The overwhelming majority of commenters support adding an income-based
standard to the current program-based criteria.*® We agree with commenters that adding an
income-based standard could capture some low-income consumers that are no longer eligible for
Lifeline/Link-Up because they no longer participate in the qualifying assistance programs.*’ In
1996, Congress passed “The Personal Responsibility and Work Opportunity Reconciliation
Act,”* also known by the acronym “PRWORA.” PRWORA instituted sweeping changes to
federal public assistance programs, including time limits and work requirements backed by
sanctions. Either as a direct or indirect result of PRWORA, participation is decreasing in many
public assistance programs, including programs used to determine eligibility for Lifeline/Link-
Up.*  We agree with BellSouth that participation in “the very programs that have been used to
meet the needs-based eligibility requirements for Lifeline and Link-Up have been shrinking” as
one consequenceof PRWORA.*® A few commenters state that individualsthat are no longer
eligible to receive welfare benefits are still too poor to afford the cost of local telephone

 Twelfth Report and Order, 15 FCC Red at 12247, para. 72.

“® See Public Utilities Commission of Ohio Comments at 2 (Ohio Commission); National Association of State Utility
Consumer Advocates Commentsat 13-18, 37 (NASUCA); NASUCA Reply Comments at 2-3; Gila River Comments
at 5; Texas Office of Public Utility Counsel Reply Comments at 1-3 (Texas OPC); United States Conference of
Catholic Bishops, Alliance for Community Media, Appalachian People’s Action Coalition, Center for Digital
Democracy, Consumer Action, Consumer Federation of America, Edgemont Neighborhood Coalition, Migrant Legal
Action Program Comments at 3-5 (U.S. Catholic Bishops); United States Conference of Catholic Bishops, Alliance for
Community Media, Appalachian People’s Action, Consumer Federation of America, Edgemont Neighborhood
Coalition, Migrant Legal Action Program Reply Comments at 6-7 (U.S. Catholic Bishop); Civil Rights Forum on
Communication Policy Comments at 8-9 (Civil Rights Forum); Minnesota Department of Commerce Comments at 3
(MinnesotaDOC); BellSouth Corporation Comments at 2 (BellSouth); BellSouth Reply Commentsat 1-2; Utility,
Cable & Telecommunications Committee of the City Council of New Orleans Commentsat 3 (New Orleans Council);
Colorado Department of Human Services, Office of Self-Sufficiency, Colorado Office of Consumer Counsel Reply
Comments at 3 (Colorado DHS/OCCY; Dollar Energy Fund, Inc. Comments at | (Dollar Energy Fund); North Dakota
CommentsPublic Service Commissioner Susan Wefald at Attachment C (North Dakota Comments Public Service
Commissioner); Oklahoma Corporation Commission Comments at 3-4 (Oklahoma Commission); Smith Bagley Reply
Comments at 3-5.

“7 BellSouth Reply Commentsat 2; Civil Rights Forum Comments at 8; New Orleans Council Comments at 3;
NASUCA Comments at 7-10; U.S. Catholic Bishops Comments at 4; U.S. Catholic Bishops Reply Comments at 4-5.

* Pub.L.No. 104-193,110 Stat. 2105 (Aug. 22, 1996)

* For example, participation decreased in Medicaid from 41.2 million enrollees in fiscal year (FY) 1996to 40.8 million
enrollees in FY 1999. See <http://www.cms.hhs.gov>. Participationsubstantially decreased in Food Stamps from 25.5
million recipients in FY 1996to 17.3million recipients in FY 2001. See <http://www.fis.usda.gov>.

3% BellSouth Comments at 2. Accord NASUCA Comments at 7-10


http://www.cms.hhs.gov
http://www.fis.usda.gov
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service.”! In addition, we believe that many otherwise qualified low-income individualsrefuse
to participate in public assistance programs because they wish to avoid the stigma that may be
associated with such programs.>* In the 1997 Universal Service Order, the Commission
promised to monitor the impact of PRWORA and revise eligibility criteria if participation in
Lifeline/Link-Up qualifying programs “becomes an unworkable standard.”*® Although we have
not reached an “unworkable standard,” the Joint Board now believes that decreasing enrollment
in Lifeline/Link-Up qualifying programs requires revisions to the criteria to avoid reaching such
a critical point. Therefore, adding an income-based standard could increase subscribership
among individualsaffected by PRWORA or who wish to avoid the stigma commonly associated
with being on welfare. Moreover, adding an income-based standard should also help ensure that
low-income subscriberswill be better able to afford to remain on the network. Thus, adding this
standard will further the goals of section 254 and enhance the value of the network.*

17. We believe that the selection of 135% of the FPG strikes an appropriate balance
between increasing subscribershipand not significantlyburdening the universal service support
mechanism. We also believe that it is in accord with recommendations from commenters, other
federal welfare programs, and existing state rules. We note that most commenters support
adoption of an income-based standard ranging from 125%to 150% of the FPG.% In addition,
many other federal welfare programs base eligibility on an income-based criterion within that
range.*® Finally, many state Lifeline/Link-Up programs have an income-based criterion that falls
within that range.’” Because the Public Notice in this proceeding did not include a specific FPG
proposal, the Joint Board recommends that the Commission seek additional comment on whether

*! Civil Rights Forum Comments at 8 (“[ A]s people have been taken off the welfare rolls and begun to work, many
[have]incomes at orjust above the poverty line and still remain too poor to afford basic telephone service.”). Accord
Colorado DHS/OCC Reply Comments at 3.

*2 New Orleans Council Comments at 3; Oklahoma Commission Comments at 5; U.S. Catholic Bishops Comments at
19.

%31997 Universal Service Order, 12 FCC Red at 8914, para. 314
*47U.S.C. § 254

%3 See, e.g., Civil Rights Forum Comments at 8; Gila River Comments at 5; Minnesota DOC Comments & 3;
NASUCA Commentsat 15-18; Ohio Comments at 2; Texas OPC Reply Comments at 2-3; U.S. Catholic Bishops
Comments at 4-5.

% For example, the following federal programs use an income-based standard as an eligibility criterion: Medicaid
(income at or helow 133% ofthe FPG), Food Stamps (gross income at or helow 130% ofthe FPG), LIHEAP (income
at or below 150%o0fthe FPG or 60% of state median income), National School Lunch program’s free lunch program
(income at or below 130% ofthe FPG). We note that these programs may also use other eligibility criteria.

*" For example, BellSouth Florida, Sprint Nevada, Tennessee, and Texas have an income-based eligibility criterion of
125% ofthe FPG. ldaho, Qwest Oregon, and Qwest Utah have an income-based eligibility criterion of 133% ofthe
FPG. Verizon Oregon has an income-based eligibility criterion of 135% of the FPG. Pacific Bell California, Kansas,
Michigan, Minnesota, Sprint Missouri, Nebraska, Moapa Valley Nevada, Verizon Nevada, Sprint Pennsylvania, and
Vermont have an income-based eligibility criterion of 150% ofthe FPG. We note these programs may also use other
eligibility criteria.

11
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135% of the FPG is appropriate or whether a different FPG level should be used for the federal
default eligibility criteria.

18. The Joint Board is cognizant that the addition of an income-based standard at 135%
of the FPG would likely increase the cost of the Lifeline/Link-Up program.”® The Joint Board
believes, however, that the benefits of adding new and maintaining existing low-income
households on the network outweigh these potential increased costs.” We also note that a few
commenters express concern that adding an income standard may result in fraud because income
levels may be difficultto determine, audit, and verify. Those concerns are addressed in section
B of this document, where the Joint Board recommends more stringent verification of eligibility
when using an income-based standard.

19. We do not recommend replacing the current default federal eligibility criteria
altogether with an income-based standard. We believe that replacing the current program-based
criteria with an income-based standard could cause many current subscribersto become
ineligible.*® We also find that replacing program-based criteria with income-based criteria could
be very disruptive to states that utilize the federal default standard to determine eligibility in their
respective Lifeline/Link-Up programs. If the Commissionadds an income-based criterion to the
federal default criteria, these states can continue to rely on program-based criteria. As the
Commission found in the 1997 Universal Service Order, the diversity of the qualifying
programs' eligibility criteria ensures that low-income individuals with disparate public assistance
needs remain eligible for Lifeline/Link-Up support.®’ Moreover, program-based criteria are
easily verified. We also note that commenters overwhelmingly preferred adding an income-
based stagzdard rather than replacingthe current program-based criteria with an income-based
standard.

*See Appendix F. Although we estimate that increased funding requirements could be over $100 million, we
recognize that it is difficultto predict with certainty how consumers may behave if program requirements change.

In addition, the staff analysis assumes that all states choose to adopt the new federal default income-based standard
in accordance with the Joint Board's recommendation that the Commission encourage all statesto adopt the new
recommended federal default criteria. See infra para. 25. Accordingly, the estimates presented are likely to
represent the upper limit of the estimated impact on the fund. If some states choose not to adopt the federal income-
based criteria, the costs would be correspondingly lower. This analysis also assumes the following: states that
already have an income criterion of 150% of the FPG or higher keep it; the FPG standards remain the same; there
are no other changesto the Lifeline/L.ink-Up program or the qualifying Lifeline/Link-Up eligibility programs, or to
the TANF and NSL programs that we recommend here; and people quickly learn of the program change and rapidly
act on that information. See Appendix F at 13.

s9 See generally Appendix F.
% See Appendix F at 12, 32 (Table4.A).
®t See 1997 Universal Service Order, 12 FCC Red at 8974, para. 374

2 Numerous commenters supported adding an income-based criterion to the current program-based criteria. See e.g.,
BellSouth Comments at 2; BellSouth Reply Comments at 1-2; Civil Rights Forum Comments at 8-9; Colorado
DHS/OCC Comments at 3; Dollar Energy Fund Commentsat 1; Gila River Comments at 5; Minnesota DOC
Commentsat 3; NASUCA Commentsat 14-18, 37; NASUCA Reply Comments at 3; New Orleans Council Comments
at 3; North Dakota Public Service Commissioner Comments at Attachment C ; Ohio Commission Comments at 2;
(continued....)
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b. Program Criteria

20. 1n Joint Board recommends adding two additional t programst the
antli of default t crit . Specifically, the Joint Board recommends t
the 2 ldthe i ) to Needy I ili ; ( NB® ithe
N School L free lunch program (NSL) because We believe these programs will help
to capture more low-income ic o , in doing so, increase telephone subscribership
among low-income households.**

21. Under the Commission’s current rules, Tribal # IF i: an eligibility criterion for
enhanced Lifeline/Li  Up® ¢ di dt: , TANF eligibility i by state. Adding
TANF to the current list of eligibility 11 i would permit more income individuals, not

just those li ont L toc for U ipr tt increasing
t:1 ot s scribership. the h . llion fam t1 r cipate in TANF, w
cannot project how many additional persons may become i for Lifeline UpifT
is adopted t many low-income 1ty I p inmore than one
assistance program once they tt g criteria  Some people who are din
TANF may already be participating in Lifeline/I i1 through another  lify t
pr

22. The Joint Board believes that one benefit of adding TANF to improve telephone
penetration among low-income subscribers is the broad tio states are given to establish
eligibility standards for ¢ « state’s respective TAl [ gram.® This 1 s znabl

states to tailor the IANF p g to their constituents’ need Another advantage of  Jin;
ANF is that verification of Lifeline/Link-U eligibility would simply involve checking T4

(...continued from previous page)

Oklahoma Commission Comments at 3-4; Smith Bagley Reply Commentsat 3-5; Texas OPC Reply Commentsat 1-3;
1J.§. CatholicBishops Commentsat 4-5; US. Catholic Bishop Reply Commentsat 6-7. We note that only one
commenter supported replacement of the current program-based criteria with an income-basedstandard. See Dollar
Energy Fund Comments at .

® TANF replaced the Aid to Families with Dependent Children program (AFDC). TANF is codified at 42 U.S.C. §§
600 et segq.

* We note that both TANF and NSL are subject to modification, as are all the means-tested programs that comprise
Lifeline/Link-Up’s program-based criteria.

% In Tribal TANF, participation is only open to those living on tribal lands, and tribes implement their own TANF
programs with eligibility criteria and benefits that vary by tribe rather than by state. See
<http://ww.acf.hhs.gov/programs/dts/>.

% |n fiscal year 2001, there were approximately 2.1 million familiesreceiving TANF support. This includestribal and
non-tribal families. See <http://ww.acf_hhs.gov/programs/ofaiRata for Tribal TANF is incomplete because not all
tribes reported enrollmentdata. See <http://wmw.acf.hhs.gov/programs/dts/>.

7 We note that flexible state use of TANF funds bas led to some controversy. Much of the controversy surrounds state

partnerships with religious organizations, and the potential use of TANF funds for non-income-based purposes, such as
preserving marriage and reducing teenage pregnancy rates.
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program records. Furthermore, commenters suggest that TANF captures many low-income
households that may not participate in other Lifeline/Link-Up qualifying public-assistance
programs.®® We note that in the 1997 Universal Service Order, the Commission rejected a
proposal to add TANE"s predecessor, AFDC, to the list of qualifying Lifeline/Link-Up
programs.® At the tlme the Commission was concerned about the impact of PRWORA on that
particular program.™ Although the Joint Board agrees that this program has been significantly
impacted by PRWORA as evidenced b  decreased TANF participation rates since fiscal year
1996, participation rates are still high.”  Furthermore, in the Twelfth Report and Order, the
Commission extended Lifeline/Link-Up eligibility criteria to include the Tribal TANF program,
concluding that the “household income thresholds for these newly added programs range from
100-130percent of the [FPG]” and were therefore “consistent with the [incomethresholds of
those] programs included in our current federal default list.””* Therefore, we believe that
extending Lifeline/Link-Up benefits to TANF participants will increase telephone
subscribership.

23. The Joint Board also recommends that the Commission add the NSL free lunch
program.” Under the Commission’scurrent rules, Tribal NSL is an eligibility criterion for
enhanced Lifeline/Link-Up on tribal lands.”* To be eligible for NSL’s free lunch program, the
household income must be at or below 130% of the FPG, which is $23,920 for a family of four.”
The child, not the parent, is the named applicant. Adding NSL to the current list of default
federal eligibility criteria would permit more low-income individuals, not just those living on
tribal lands, to qualify for Lifeline/Link-Up support, thereby increasing subscrlbershlp There
were approximately 16 million children enrolled in NSL in fiscal year 2001.7® As with TANF,
however, we cannot project how many additional persons may become eligible for Lifeline/Link-
Up if NSL is adopted because many low-income households typically participate in more than
one assistance program once they meet the qualifying criteria. We also note that there is no data

% See National Consumer Law Center on behalf of Massachusetts Union of Public Housing Tenants Comments at 11-
12 (NCLC); North Dakota Public Service Commissioner Comments at 3, Attachment C; U.S. Catholic Bishops
Commentsat 18-19.

% See 1997 Universal Service Order,12 FCC Red at 8974, para. 374

 See id.

" Seesupra note 61

72 Twelfth Report and Order, 15 FCC Rcdat 12245, para. 68.

7 See <http://www.fns.usda.gov/cnd/lunch/default.htm>. NSL is codified at 42 U.S.C. §§ 1751 ef seq.

" In Tribal NSL, participationis only open to children living on tribal lands, and children living on tribal lands are
automaticallyeligible if they or their household receives assistance under the Food Distribution Program on Indian
Reservations. See <http://www fns.usda goviend/lunch/default.htm >

™ See 2003 FPG, 68 Fed.Reg. at 6456-58.

" This does not include Tribal NSL, as no tribal enroliment data is currently available. See
<http://ww._Tns.usda.gov/cnd/luncWdefaul t.htm>.
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on the total number of households in which NSL participants reside, because more than one NSL
participant may reside in a single household.

24. The Joint Board agrees with the U.S. Catholic Bishops that adding NSL may improve
telephone penetration among low-income subscribersbecause it may capture many low-income
households that may not participate in other Lifelinekink-Up qualifying public-assistance
programs.’’ Participation in the NSL program is increasing, unlike other assistance programs
where PRWORA has prompted decreased enrollment.”® Also, adding NSL is consistent Wil the
Commission's determination in the Twelfth Report and Order that eligibility for Lifelinekink-
Up should be limited to those qualifying for free lunch.”® This captures only the neediest of
families. Another advantage of adding NSL is that verification of eligibility would simply
involve checking NSL program records. Accordingly, we believe that adding NSL will help to
target Lifeline/Link-Up support to the appropriate low-income households.

C. National Eligibility Standard for Receipt of Federal Support

25. The Joint Board recommends that the Commission strongly encourage states to
incorporate the federal eligibility changes into state programs and to implementthem
accordingly. The Joint Board does not recommend, however, that the Commission mandate any
federal criteria for states because we believe states should maintain the flexibility to respond to
the needs of their constituents. For example, the Joint Board does not recommend that the
Commission establish a mandatory national eligibility standard for receipt of federal
Lifeline/Link-Up funds. A national standard set by the Commission would impose a uniform list
of eligibility criteria on all states, including those with their own Lifeline/Link-Up programs.
States would not be free to add or remove eligibility criteria. The Joint Board also does not
recommend the establishment of a minimum federal floor upon which states would be able to
expand their own eligibility criteria. A minimum floor set by the Commission would impose a
uniform list of eligibility criteria on all states, but would leave states free to expand eligibility
criteria to better target the needs of their constituents. Although the Public Notice sought
comment on these proposals, at this time, the Joint Board recommends retention of the current
rules that permit states to establish their own eligibility criteria if they have their own
Lifeline/Link-Up program.”*

26. Although a national eligibility standard or a minimum federal floor might bring a
certain level of uniformity among states, we believe, as do many commenters, that, generally,
statesare in a better position than the federal government to target the needs of their own

T Us. catholic Bishops Comments at 19.

™ For example, in 1997, there were 15.8 million children enrolled in the NSL free lunch program. In 2001, there were
16 million children enrolled in the NSL free lunch program. See <http://www.fhs.usda.gov/cnd/lunch/default.htm:.

® Twelfth Report and Order, 15 FCC Red at 12215,12245

8 See Public Notice, 16 FCCRed at 1841 |
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consumers.!’ As explained above, if a state has its own state Lifelinekink-Up program, it may
use its own eligibility criteria. The Joint Board believes that states should continue to have the
flexibility to permit low-income consumersto receive federal and state Lifeline/Link-Up support
if the consumer participates in state-administered public assistance programs, such as Alaska’s
Heating Assistance Program,®? in addition to broader-based federal public assistance programs
such as Food Stamps. For states that choose to adopt an income-based standard, as is
recommended here for the federal default eligibility criteria, this will also permit the states
flexibility to tailor that standard to economic variables unique to the state’s cost of living, per
capitaincome, and demographics.®®

27. The recommended modificationsto the federal Lifeline/Link-Up eligibility criteria, if
adopted, will only affect a state that uses the default federal eligibility criteria. This includes
statesthat do not have their own Lifeline/Link-Up program, as well as states that have their own
programs but have chosen to use the federal default eligibility criteria. 1f the Commission adopts
these recommendations, a low-income consumer residing in such a state will be eligibleto
receive federal Lifelinekink-Up support if that consumer’sincome is at or below 135% of the
FPG, or participates in TANF or NSL, in addition the current default federal eligibility criteria.
States that have adopted their own Lifelinekink-Up programs and use their own criteria would
not be affected by the proposed changes to the federal default eligibility criteriaunless they
choose to adopt such criteria.

d. Duration of an Individual’s Eligibility for Lifeline/Link-Up

28. The Joint Board recommends retention of the current rule that permits consumersto
participate in Lifeline only as long as they meet the eligibility criteria. This rule also requires all
Lifeline subscribers to notify their carriers when the eligibility criteria are no longer met, so that
only qualifying consumersreceive Lifeline support.** In the Public Notice, the Joint Board
sought comment on whether Lifeline enrollment should be guaranteed for a specified minimum
period of time even if a subscriber subsequently becomes ineligible to receive Lifeline benefits.

29. Although the Joint Board recommends that consumers be removed from the Lifeline
program if they no longer meet the eligibility standards, we also believe that consumers should
be given an opportunity to appeal a finding of ineligibility. We agree with commenters that
allowing Lifeline benefits to continue prior to a final decision to terminate enroliment may help
to ensure uninterrupted telephone service necessary for finding and keeping ajob, and may help

*1 See BellSouth Reply at 2; People ofthe State of California, California Public Utilities Commission Commentsat 5-6
(CaliforniaPUC); Regulatory Commission of Alaska Comments at 2-3 (Alaska Commission); Verizon Telephone
Companies Reply Commentsat 4 (Verizon).

%2 See <www.hss.state.ak.us/dpa/programs/hap.htmi>

8 See BellSouth Reply Comments at 2.

8 See 47 C.F.R. § 54.409(b).

8 See Public Notice, 16 FCC Rcdat 18411

16



Federal ‘ommunications ( *)C 03J-2

if a subscriber's financial situation temporarily fluctuates.®® Accordingly, we recommend that
the Commission adopt a federal rule that requires carriers to notify consumers of their impending
termination of Lifeline benefits, and to implement an appeals process. For example, carriers
could send a termination of Lifeline benefits notice in a letter separate from the consumer's
monthly bill.*” If a consumer receives such a termination notice, the consumer could have up to
60 days in which to appeal to their carrier before Lifeline support is discontinued. The 60 day
time period may ensure that consumers have ample notice to make arrangements to pay the full
cost of local service, should they wish to continue telephone service, and permit consumers
ample time to appeal if they believe their Lifeline benefits have been wrongly terminated. We
recommend that the Commission obtain more information on how such an appeals process could
work in order to balance the needs of Lifeline recipients with the administrative burden that an
appeals process may impose on carriers. We recommend an appeals process only in
circumstances in which the carrier has initiated the termination of benefits. We do not believe
that an appeals process is necessary where the Lifeline subscriber himself has notified the carrier
that he is no longer eligible.

30. Because a specifictime period for appealingtermination of Lifeline benefits was not
specified in the Public Notice, we recommend that the Commission obtain more information on
an appropriate time period for such an appeal. Although the Joint Board's recommendation of a
federal notice and appeals process will only affect carriers in states that have not adopted their
own program and in states with their own programs that have adopted the federal default criteria,
the Joint Board recommends that the Commission encourage all states to require carriersto
implement termination and appeal procedures.

B. Verification of Eligibility
1. Background

31. Inthe Public Notice, the Joint Board sought comment on the efficacy of application,
certification, and verification procedures, including whether automatic enrollment or other
verification methods should be adopted.”* Currently, in a state that has instituted its own
Lifeline/Link-Up program, an individual must follow that state's certification procedures, if any,
in order to enroll in that state's Lifeline/Link-Up program. In a state that has not instituted its
own Lifeline/Link-Up program, an individual must self-certifyto his/her carrier, under penalty of
perjury, that he/she is enrolled in a qualifying assistance program. Certification occursat the
time an individual is applying to enroll in Lifeline/Link-Up, while verification occurson a
periodic basis after the subscriber has already been certified. There is no current federal
verificationrequirementto check on a Lifeline subscriber's continued eligibility, although an

% See Indiana Utility Regulatory Commission Comments at 6 (Indiana URC); MinnesotaDOC Commentsat 4;
Umatilla Commentsat 2.

%7 See, e.g., Indiana URC Commentsat 6. We note that the Indiana URC suggeststhat a termination notice could be
sent either in the form of a bill insert or by direct notification 30 days prior to the date of termination. See Indiana URC
Comments at 6.

8 See Public Nofice, 16 FCC Rcdat 18412-13.
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individual is required to notify his/her carrier when he/she no longer meets the eligibility
standards.®

2. Discussion

32. The Joint Board does not recommend modifying the current certification procedures
for enrollment using program-based eligibility. The Commission should continue to require self-
certification,under penalty of perjury, as the federal default rule, while allowing states the
necessary flexibility to require more strict measures for certification as they deem appropriate.
The Joint Board does recommend, however, that consumers eligible for federal or state
Lifeline/Link-Up support under an income-based criterion should be required to present
documentation of income eligibility prior to being enrolled in the program.

33. The Joint Board agrees with commenters that the current federal self-certification
rules for enrollment should be retained with respect to program-based criteria. We believe that
the ease of self-certificationencourages eligible consumers to participate in Lifeline/Link-Up.”
The absence of a documentationrequirement alleviatesthe burden on consumersto prove
eligibility, and eliminates administrative costs associated with certifyin documentation,
ensuring that consumers receive telephone service as soon as possible?” We also note that
participation in public assistance programs is easily verified and the record contained no
evidence of fraud and abuse resulting from the use of self-certification.”* Furthermore, the Joint
Board believes that the safeguard currently in place, certificationunder penalty of perjury, serves
as an effective disincentive to abuse the system.”

34. The Joint Board does recommend, however, that consumers eligible for federal
Lifeline/Link-Up support under an income-based criterion be required to present documentation
of income eligibility before enrolling in Lifeline/Link-Up. The Joint Board is concerned that
there may be a greater potential for fraud and abuse when an individual self-certifieshis/her
income eligibility than there appears to be when an individual is enrolled in a qualifying program
because program enrollment is more easily verified. Accordingly, the Joint Board recommends
that the Commissionrequire all states, including states that use the federal default criteria, to
adopt certification procedures to document income-based eligibility for Lifeline/Link-Up
enrollment in order for the camers in that state to continue to receive federal Lifelinekink-Up
support. The Joint Board believes that states should be given the flexibilityto determine the
certification procedures and the carriers should be required to perform the certification. The

¥47 CFR. § 34.409(b).
9 see Oklahoma Commission Comments at 2.

#! See Indiana URC Comments at 7; NASUCA Commentsat 19-21, 23; New Orleans Council Comments at 3-4;
Western Wireless Corporation Comments at 3 (Western Wireless).

** See Colorado DHS/OCC Reply Commentsat 5; California PUC Commentsat 7; NASUCA Reply Comments at 7-8;
U.S. Catholic Bishops Comments at 14;1].S. Catholic Bishops Reply Commentsat 10-11.

# See 47 C.F.R. § 54.409(b).
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Joint Board believes affording states this degree of flexibility will be especially useful for states
that have differing sources of income data. Such flexibility will also provide multiple means of
proving income levels by recognizing that no single source of income data would capture all
consumers eligible for Lifeline/Link-Up.

35. States could access the documentation via an online database, if available in that
state, or could require consumersto provide one or more forms of documentation from the
following list: a tax return from the prior year, a current income statement from an employer or
a paycheck stub, a Social Security statement of benefits, a Veterans Administration statement of
benefits, a retirement/pension statement of benefits, an Unemployment/Workmen's
Compensation statement of benefits, a divorce decree or child support document, or other official
governmental agency documents.”® We note that there are important factors to consider for each
form of documentation. For example, although tax returns are widely available, they only reflect
income earned one year ago. As another example, a current income statement from an employer
or a paycheck stub would be an indicator of current income, but might be incomplete because the
consumer might have more than one job. Statesthat choose to include these types of
documentation as acceptable forms of proof of income-eligibility should additionally require
consumersto certify, under penalty of perjury, that the income identified for eligibility purposes
includes all income currently being received by all members of the consumer’s household.

36. For states that use the federal default criteria or states that do not have jurisdiction
over carriers, we recommend that the Commission adopt federal default criteria for
documentation of income eligibility. We recommend that the federal default criteria require
consumers to provide one or more forms of documentation from the list above, with the
exception of “other official governmental agency documents.” We also recommend that the
federal default criteria also require consumersto certify, under penalty of perjury, that the
income identified for eligibility purposes includes all income currently being received by all
members of the consumer’s household.

37. The Joint Board also recommends that all states, including states that use the federal
default criteria, require Lifeline/Link-Up consumersthat are qualifying under the income criteria
to self-certify, under penalty of perjury, the number of individuals in their household. Sucha
measure is required for determining income-eligibility at or below 135% of the FPG, but the
number of people in a household may not be readily apparent depending on the type of
documentation presented.” In addition to documentation, random auditing can also be used as
an effective method of certifying income eligibility.”®

38. The Joint Board also recommends that the Commission encourage all states,
including states that use the federal default criteria, to adopt automatic enrollment as a means of

# See Minnesota DOC Comments at 4; New Orleans Council Comments at 3-4

% For example, a tax return lists the number of people in a given household, but a current income statement from
employer or paycheck card does not.

% See Colorado DHSIOCC Reply Comments at 6; Missouri Commission Comments at 3; NASUCA Comments at 25;
Texas OPC Reply Comments at 4; U.S. Catholic Bishops Reply Comments at 12.
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certifying that consumersare eligible for Lifeline/Link-Up and also to encourage enrollment in
Lifeline/Link-Up. Automatic enrollmentis an electronic interface between a state agency and
the carrier that allows low-income individuals to automatically enroll in Lifeline/Link-Up
following enrollment in a qualifying public assistance program. The Joint Board agrees with
commenters who state that automatic enrollment will increase participation and aid
administrative efficiency by identifyingeligible consumers.”’

39. We believe, as do many commenters, that states who wish to implement automatic
enrollment procedures should follow the lead of other states with similar procedures in place,
and treat public assistanceenrollment data in a confidential manner.®® This will alleviate the
privacy concerns that some commenters raise.” In addition, consumers should have the
opportunity to decline enrollment in Lifeline/Link-Up if they choose.'® For example, in the
Massachusetts automatic enrollment program, households that qualify for LIHEAP must give
permission to release their personal information before they may be enrolled into Lifelinekink-
Up.'® We note that no commenter provided any specific data that demonstrated consumers'
displeasure with automatic enrollment.'®*

40. The Joint Board recognizes the additional administrativeburden and cost associated
with implementing automatic enrollment procedures.'® To provide guidance and minimize
administrative burdens, the Joint Board has included an appendix that lists states that
commenters have identified as having successfully implemented automatic enrollment
procedures.'™ " The appendix describesthe automatic enroliment programs of three states as
examples of different ways that a state can implement such a program.* ™

97 See Civil Rights Forum Comments at 3-4; Colorado DHS/OCC Reply Comments at 4; Indiana URC Commentsat 7;
NASUCA Reply Commentsat 6; U.S. Catholic Bishops Comments at 16-17.

% See NASUCA Commentsat 21, n.52 (carriers have generally been able to secure and execute agreements for the
exchange of sensitivedata in states with automatic enrollment procedures); U.8. Catholic Bishops Comments at 16-17;
U.S. Catholic Bishops Reply Commentsat 12, 14-15 (states with automatic enrollment procedures have been
successful in ensuring confidentialtreatment of public assistance data).

# See BellSouth Comments at 2-3; BellSouth Reply Comments at 3 (stating that the Privacy Act may place some
constraints on the type of automatic enrollment program that can be implemented); SBC Comments at 5.

'% See NASUCA Reply Commentsat 6.

1! See NCLC Reply Commentsat 5,n.11.

192" See Beacon TelecommunicationsAdvisors, LLC Comments at 2 (Beacon) (questioning the appropriateness of
carriers,who are not typically in the position of administering social service programs, verifying the eligibility of
participants in these programs).

193 See BellSouth Reply Commentsat 3; Verizon Comments at 6-7

"% See Appendix E

1% See .
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41. The Joint Board recommends that the Commission should require all states,
including those that use the federal default criteria, to establish procedures to verify consumers’
continued eligibility for the program in order for the state to continue to receive federal
Lifeline/Link-Up support. The Joint Board believes that states should be given the flexibility to
determine the verification procedures and the carriers should be required to perform the
verification. This flexibilitywill permit states to determine what verification procedures best
accommodate their own Lifeline participants, based on the available resources of carriersand
state commissions, each states’ eligibility criteria, and local conditions. As commenters have
indicated, states have strong incentivesto control fraud and prevent abuse in their programs.!%
Prevention of fraud and abuse will maintain the integrity of this universal service support
mechanism and will help to control costs.

42. Verification procedures could include random beneficiary audits, periodic submission
of documents, or annual self-certification.'”’ Statesmay wish to implement an on-line
verification database for verification of program-based eligibility and adopt verification
procedures such as documentation for income-based eligibility.'® The Joint Board strongly
encourages states to adopt an on-line verification process, where states can obtain and provide
data to allow carriers real-time access to a database of low-income assistance program
participants. Numerous commenters support this form of verification as a streamlined process
for both consumers and carriers."™ Some states already utilize some form of on-line verification
because it provides quick, easy, and accurate information. On-line verificationallows a carrier
to immediately verify that a consumer receives public assistance, whether or not the consumer is
a current telephone subscriber.””  An on-line verification database will also inform carriers about
those customers no longer enrolled in qualifying public assistance programs.”” To assist state
efforts in determining appropriate verification procedures to ensure continued eligibility, we
have included an appendix that describes various Lifeline state verification procedures.’*> These
state procedures include on-line verification databases used in Illinois, Minnesota, and an on-line
verification database used in Tennessee in conjunction with a documentationrequirement.'**

1% See BellSouth Reply Commentsat 4; Indiana URC Commentsat 7; Ohio Commission Comments at 4; Oklahoma
Commission Comments at 4; Staff of Washington UTC Commentsat 2, 4-5.

17 See Colorado DHSIOCC Reply Commentsat 5; NASUCA Commentsat 25; Public Service Commission ofthe
State of Missouri Comments at 3 (Missouri Commission); Texas OPC Reply Comments at 4; U.S. Catholic Bishops
Reply Commentsat 10-12.

1% See also Appendix E.

1% See Colorado DHSIOCC Commentsat 6; NASUCA Commentsat 22-23; SBC Communications Inc. Comments at
2 (SBC); Texas OPC Reply Commentsat 3; Staff of Washington UTC Comments at 2.

" See NASUCA Commentsat 23
I See SBC Commentsat 6-7.
"2 See Appendix E

"% See Appendix E.
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43. For states that use the federal default criteria or states that do not have jurisdiction
over carriers, the Joint Board recommends that the Commission adopt federal default criteria for
verification of program-eligibility. Therefore, we recommend that the Commission adopt the
following federal default verification procedure. In order to verify a consumer's continued
participation in one of the Lifeline/Link-Up qualifying programs, we recommend that carriers be
required to send annual verification forms to a certain percentage of Lifeline subscribersor to a
statistically valid sample of Lifeline subscribers. Subscriberswho are subject to this verification
must prove they are still eligible for Lifeline, by sending a copy of their Medicaid card or other
Lifeline/Link-Up qualifying public assistance card. If subscribers do not return the form or
cannot prove they are eligible, the aforementioned appeals process would be triggered permitting
subscribers 60 days to prove they are once again eligible. We recommend that any fraud
discovered through this verification process be reported to the Commission.

44, With regard to verifying income-eligibility, the Joint Board recommends using
verification methods similar to those recommended for certifying consumer income for initial
enrollment in the Lifeline/Link-Up program. For states that use the federal default criteriaor
states that do not have jurisdiction over carriers, we recommend that the Commission adopt the
same federal default verification criteria as for certification of income-eligibility, including self-
certification, under penalty of perjury, that the income identified for eligibility ptrposes includes
all income currently being received by all members of the consumer's household.''* The Joint
Board also recommends that all states, including states that use the federal default criteria,
require Lifeline/Link-Up consumers that are qualifying under the income criteria to self-certify,
under penalty of perjury, the number of individuals in their household. Such a measure is
required for verifying income-eligibility at or below 135% of the FPG, because the number of
people in alllrslousehold may not be readily apparent depending on the type of documentation
presented.

45. We disagree with those commenters who state that verification would be expensive or
administratively burdensome or that the cost of verification would exceed losses resulting from
fraud and abuse.''® Nor do we think that it would be unduly burdensome to require states to
undertake periodic verification of customers' eligibility for the Lifeline/Link-Up program.”™
Verification is an effective way to prevent fraud and abuse and ensure that only eligible
consumers receive benefits.

46. The Joint Board recommends that states be given one year to implement new
verification procedures. We recognize that states use a variety of verification procedures and
may need time to review and evaluate the efficacy of these procedures. Programs such as on-line

" See para. 35, supra.

'3 For example, a tax return should list the number of people in a given household, but a current income statement
from employer or paycheck does not.

'8 See California PUC Comments at 7; Colorado DHS/OCC Reply Comments at 5; Gila River Comments at 8-9;
Smith Bagley Reply Commentsat 5-6; U.S. Catholic Bishops Comments at 14.

7 See Smith Bagley Reply Comments at 6 (explaining that on tribal lands, customers are spread across a wide area).
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verificationmay require extensive coordination between agencies and carriers and may be
expensive to implement. Some states may not have verification procedures at present and will
need to determine what type of verification is most effective and allocate resources accordingly.
The Joint Board also recommends, however, that the Commission seek comment on whether a
one-year implementation period is appropriate.

C. Outreach
1. Background

47. In the Public Notice, the Joint Board sought comment on whether more extensive
consumer education and outreach efforts were necessary to increase participation in
Lifeline/Link-Up."*® In the Public Notice, the Joint Board also invited commenters to describe
state Lifelinekink-Up procedures that have been successful at increasing participation in the
Lifeline/Link-Up program in that state."" Currently, there are no specific federal outreach
standards. Eligible telecommunication carriers are, however, required to publicize the
availability of Lifeline/Link-Up in a manner reasonably designed to reach those likely to qualify
for the service.'?

48. Effective outreach programs have been shown to improve Lifeline/Link-Up
participation. According to an August 2000 report by the Telecommunications Industries
Analysis Project, the Lifeline/Link-Up take rate almost triples from 13.1%to 39.6% when states
implement outreach initiatives designed to increase telephone penetration and participation. '
For example, Maine reports that its penetration rate among low-income households increased
from 90.5% in March 1997to 97.6% in March 2001 due to its aggressive outreach program,
which includes coordinatingwith social service agencies and sending flyers and personal letters
to eligible customers.'?

49. In July 2002, the Commission's Consumer and Governmental Affairs Bureau (CGB)
announced the kick-off of "'Get Connected-Afford-A-Phone," a national campaign designed to
educate consumers, includingtribal consumers, about the Lifelinekink-Up program.'> CGB

"'® See Public Notice, 16 FCC Red at 18413.
"® See Public Notice, 16 FCC Red at 18414. These state procedures are described in detail in Appendix E

122 See 47 C.F.R. §§ 54.405(b), 54.411(d). Seealso Twelfth Report and Order, 15 FCC Red at 12250, para. 78
(amending sections 54.405 and 54.411 ofthe Commission's rules).

12 Carol Weinhus, Tom Wilson, Gordon Calaway, et al., Telecommunications Industries Analysis Project,
Calculations and Scurcesfor Closing the Gap: Universal Servicefor Low-Income Heuseholds, August 1,2000.
'2 Telephone Penetration Report at table 4 (Ind. Anal. and Tech. Div. rel. Apr. 2002), available at
<http:/fwww.fee. gov/Bureaus/Common_Carrier/Reports/FCC-State Link/IAD/pntris01 . pdf=.

12 ECC Kicks OfFampaign To Educate Consumers About Phone Service Programs For Low-Income Consumers

Lifeline and Link-Up Programs Provide Discounted Phone Service To Eligible Consumers, News Release, July 22,
2002.
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also engages in extensive outreach to tribal populations for certain federal programs, such as the
availability of discounts for obtaining wireless licenseson tribal lands, in additionto
Lifeline/Link-Up benefits.

2. Discussion

50. The Joint Board recommends that the Commission provide outreach guidelines to
states and carriers. The Joint Board agrees with commenters that more vigorous outreach efforts
are necessary to improve Lifeline/Link-Up subscribership.'** We agree with the majority of
commenters who believe the Commission should not require specific outreach procedures, but
should instead provide guidelines for states and carriers so that they can adopt their own specific
standardsand engage in outreach themselves.'*® We also recommend that the Commission
encourage states to establish partnerships with other state agencies and telephone companies in
order to maximize public awareness and participation in the Lifeline/Link-Up program.'?® The
guidelineswould provide states and carriers with examples of how to reach those likely to
qualify, but would still allow states and carriers to retain authority to determine the most
appropriate outreach mechanisms for their consumers.

51. The Joint Board recommends the following guidelines: (1) states and carriers should
utilize outreach materials and methods designed to reach households that do not currently have
telephone service; (2) states and camers should develop outreach advertising that can be read or
accessed by any sizeable non-English speaking populations within the carrier's service area; and
(3) states and carriers should coordinate their outreach efforts with governmental agencies/tribes
that administer any of the relevant government assistance programs. These guidelines are
described in detail in the paragraphs below. An appendix compiling state practices is also
included in this document.'?” State practices include establishing marketing boards to devise
outreach materials, providing multi-lingual customer support, and implementing innovative tribal
outreach practices.

52. The firstrecommended guideline is that states and carriers should utilize outreach
materials and methods designed to reach households that do not currently have telephone service.

124 See Alaska Commission Commentsat 6-7; BellSouth Reply Comments at 4-5; Civil Rights Forum Comments at 4;
Colorado DHSIOCC Comments at 9-10; ColoradoDHS/OCC Reply Comments at 6; Dollar Energy Fund Comments at
2; Indiana URC Comments at 8-9; Katherine Keller Reply Comments at 1-2; Minnesota DOC Commentsat 5; New
Orleans Council Comments at 5; Oklahoma Commission Comments at 5-6; Staff of Washington UTC Comments at 6-
7 ;Western Wireless Comments at 4-5.

12 See AT&T Corp. Comments at 4 (AT&T); BellSouth Comments at 4; BellSouth Reply Comments at 4; California
PUC Commentsat 8-9; Colorado DHSIOCC Comments at 9-10: Colorado DHS/OCC Reply Commentsat 6 ; Florida
PSC Comments at 8-9; Indiana URC Commentsat 8-9; NASUCA Reply Comments 8-9; Texas OPC Reply Comments
at6.

126 See AT&T Comments at 4; BellSouth Comments at 4; BellSouth Reply Comments at 4: CaliforniaPUC Comments
at 8-9; ColoradoDHS/OCC Commentsat 9-10; Colorado DHSIOCC Reply Comments at 6; Florida PSC Comments at
8-9; Indiana URC Comments at 8-9; NASUCA Reply Comments 8-%; Texas OPC Reply Commentsat 6.

127

See Appendix E
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States or carriers may wish to send frequent mailings to eligible households in the form of letters
or brochures.'*® Posters could be placed in locations where Iow-mcome individualsare likely to
visit, such as shelters, soup kitchens, and public assistanceagencies.'” Commenters suggest
multi-media outreach approaches such as newspaper advertisements, articles in consumer
newsletters, press releases, radio commercials, and radio and television public service
announcements.®  For low-income consumersthat live in remote areas, including those living
on tribal lands, going door-to-door or settlng up an information booth at a central location may
be more suitable outreach methods."*! Statesand carriers should ensure that outreach materials
and methods accommodate low-income individuals with sight, hearing, and speech disabilities
by producing brochures, mailings and posters in Braille, and providing customer service through
telecommunlcatlons relay services (TRS), text telephone (TTY), and speech-to-speech (STS)
services."*? Statesand carriers should also take into consideration that some low-income
consumersmay be illiterate or functionally illiterate, and therefore should consider how to
supplement outreach materials and methods to accommodate those individuals. We note that
some commenters suggest disseminating Lifeline/Link-Up information over the Internet as a
means of providing informationto low-income individuals.'*® The Joint Board believes,
however, that although websites are helpful in providing information generally, the Internet
should not be relied on as a primary means of L;felmefLmk -Up outreach because many low-
income individuals may lack Internet access.'** We also note that one commenter sugqeststhat
Lifeline/Link-Up should be prominently advertised in carriers’ telephone phone books.

128 See Colorado DHSIOCC Comments at 9-10; Colorado DHS/OCC Reply Commentsat 6; Florida PSC Comments at
5; IndianaURC Comments at 8-9; Minnesota DOC Commentsat 5.

12 See Minnesota DOC Comments at 5.

1% Alaska Commission Comments at 6-7; Minnesota DOC Commentsat 5; Staff of Washington UTC Comments at 6-
7.

1 Alaska Commission Comments at 6-7; Smith Bagley Reply Commentsat 2, 7-8; Staff of Washington UTC
Comments at &-7.

132 See Katherine Keller Reply Commentsat 1-2. TRS are “telephonetransmission services” that enable individuals
with a hearing or speech disabilityto communicate “by wire or radio with a hearing individual in a manner that is
functionally equivalentto the ability of an individual” without a hearing or speech disabilityto communicate over wire
orradio. Examples of TRS include TTY and STS services. 47 C.F.R. § 64.601(7). TTY is“a machine that employs
graphic communication in the transmission of coded signals through a wire or radio communicationsystem.” 47
C.F.R. § 64.601(8). STS “allows people with speech disabilitiesto communicate with voice telephone users through
the use of speciallytrained [communicationsassistants (CAs)] who understand the speech patterns of persons with
disabilitiesand can repeat the words spoken by that person.” 47 CF.R. § 64.601(10).

133 See Alaska Commission Comments at 6-7; BellSouth Comments at 5; Katherine Keller Reply Comments at 1.

13 See Civil Rights Forum Comments at 6 (outreach efforts using information on Lifeline/Link-Up on websites are
insufficient); Oklahoma Commission Commentsat 6. Useful website information may include the amount a consumer
can save on their telephone bill, eligibility requirements, program restrictions, and instructionson how to apply for
Lifeline/Link-Up. See BellSouth Commentsat5. We note that a lot of this information is currently available at
<http://ww. lifelinesupport.org>.

1% See Katherine Keller Reply Comments at 1
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Although this may be effective in reaching some low-income individuals, it will not be effective
for those without established fhone service because carriers only distribute telephone books after
phone service is established*® Similarly, states and carriers should not rely on hotlines as a
primary outreach method because many low-income individuals may not have access to a
telephone from which to initiate an inquiry on Lifeline/Link-Up benefits.'’

53. The second recommended guideline is that states and carriers should develop
outreach advertising that can be read or accessed by any sizeable non-English speaking
populations within the carrier’s service area. For example, many of the suggestionsin the above
paragraph can be implemented in languages other then English, including mailings, print
advertisements, radio and television commercials, and posters. States with a large ethnically
diverse population should have a toll-free call center to answer questions about Lifeline/Link-Up
in the low-income population’s native languages."*® Similarly, enrollment applications should be
made available in other languages.'*®

54. The third recommended guideline is that states and carriers should coordinate their
outreach effortswith ovemmental agencies that administer any of the relevant government
assistance programs.”” Commentersalso suggest cooperative outreach efforts with state
commissions, carriers, social service agencies, community centers, nursing homes, public
schools, and private organizationsthat may serve low-income individuals, such as American
Association for Retired Persons and the United Way.!*! Cooperative outreach among those most
likely to have influential contact with low-income individualswill help to target messages about
Lifeline/Link-Up to the low-income community.’*> For example, state agencies that conduct
outreach efforts for a state’s “earned income tax credit,” an income tax credit for low-income
working individuals and families, could conduct simultaneous outreach efforts for Lifeline/Link-
Up. Commentersalso suggest that establishinga marketing or consumer advisory board with
state, carrier, non-profit and consumer representatives may be an effective way of developing
outreach materials.'* The Joint Board also recommends that states and carriers should also issue

16 See Civil Rights Forum Comments at 6 (explaining that Lifeline/Link-Up information in telephone books is an
insufficient outreach effort).

137 See Alaska Commission Commentsat 6-7; Florida PSC Commentsat 8-9.

% See Civil Rights Forum Comments at 4 (describing California’stoll-free call center which answers questions about
Lifeline in Spanish, Korean, Laotian, Cambodian, Vietnamese, Tagalog, and Hmong, in addition to English). See a/so
Appendix C.

139 See Minnesota DOC Commentsat 5

149 See Gila River Comments at 12

11 See Alaska Commission Comments at 6-7; BellSouth Commentsat 4; BellSouth Reply Comments at 4; Colorado
DHS/OCC Commentsat 9-10; Colorado DHS/QCC Reply Commentsat 6; Indiana URC Comments at 8-9.

12 See Bell South Reply Comments at 4-5

**> See CaliforniaPUC Comments at 8-9; NASUCA Reply Commentsat 8-9; Ohio Commission Comments a 5
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ajoint report to the Commission as to the state’s outreach practices.

55. The Joint Board also recommendsthat the Commission encourage states to utilize
USAC as aresource for outreach to states and carriers, similarto USAC’s outreach efforts with
regard to the Rural Health Care and Schoolsand Libraries programs. USAC currently engages in
limited outreach for the Lifeline/Link-Up program. Its primary means of outreach is its website,
www.lifelinesuuuort.org, which has information about state Lifeline/Link-Up programs,
eligibility criteria, and information for carriers. USAC speaks about Lifelinekink-Up at public
events such as the National Association of Regulatory Utility Commissioners (NARUC)
conference and the National Conference of American Indians. USAC distributes letters to
consumer groups, tribal leaders, and social service organizations to publicize the availability of
Lifeline/Link-Up and also sends letters to carriers to remind them of their outreach obligations.
USAC also frequently takes phone calls from consumers and others with questions about the
Lifeline/Link-Up program.

56. In addition, the Joint Board recommendsthat USAC assist in outreach efforts for
Lifelinekink-Up similar to what USAC currently does for the Rural Health Care and Schools
and Libraries Programs. For example, USAC could work with various organizations that have
contact with low-income individuals, such as state welfare agencies, tribal leaders, places of
worship, community centers, the National Association for the Advancement of Colored People
(NAACP), the Urban League, and others, to assist them in marketing the Lifeline/Link-Up
program to eligible members of their organizations using materials and methods best suited for
that particular organization. USAC could hold conference calls with these parties to assist them
with the Lifelinekink-Up application process or with other concerns they may have, comparable
to what USAC currently does with both the Rural Health Care and Schoolsand Libraries
programs. USAC could also host conferences for these parties, giving them an overview of the
Lifeline/Link-Up program, updating them on news about the program, and providing them with
presentations and speakers, in geographically strategic areas.

D. Other Issues

57. Commentersproposed several additional changes to the current Lifeline/Link-Up
program. Some of these suggestionsincluded recommending that the Commission adopt rules:
(1) governing the disconnection of Lifefine/Link-Up support for failure to pay toll charges; (2)
imposing additional toll blocking requirements; (3) permitting non-eligible telecommunications
carriersto receive federal Lifelinekink-Up support; and (4) restricting the purchase of vertical
services by Lifeline customers.

58. NASUCA proposes that the Joint Board recommend rules governing disconnection of
Lifeline/Link-Up consumers for non-payment of toll charges.'** The Joint Board declinesto
recommend such a rule. We note that, inthe 1997 Universal Service Order, the Commission
adopted the Joint Board’s recommendation that carriers should be prohibited from disconnecting

1+ See NASUCA Comments at 32, 36 (suggesting the Commission revisit its earlier position on this matter before it
was overruled in the 5 Circuit Court). NASUCA and Ohio both support a prohibition on disconnection of local
service for nonpayment of toll charges. See NASUCA Reply Comments at 9; Ohio Commission Comments at 7.
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Lifeline consumers’ local service for nonpayment of toll charges, and adopted section 54.401(b)
stating that “{e]ligible telecommunicationscarriers may not disconnect Lifeline service for non-
payment of toll charges.”*** In TexasPUC v. FCC, however, the Fifth Circuit found that the
Commission lacked jurisdiction to take such actions without additional justification and that the
Commission had “failed to show why allowing states to control disconnections from local
service” would interfere with federal objectives.'*® In light of the Fifth Circuit’s ruling, section
54.401(b) was repealed in 1999.1*” Accordingly, the Joint Board recommends that the
Commissiontake no action on disconnection requirements at this time.

59. Although we decline to make the recommendation proposed by NASUCA regarding
our earlier position on disconnection for nonpayment of toll charges, the Joint Board does
acknowledge that carriers often prohibit consumers who have prior outstanding balances for
local and/or long distance services, but who otherwise qualify for Lifeline/Link-Up, from signing
up for local telephone service. As a result, these outstanding balances stand as a barrier to
expanding subscribershipamong low-income consumers. Therefore, the Joint Board
recommends that the Commission encourage states to implementrules that require carriers to
offer Lifeline service to consumers who may have been previously disconnected for unpaid toll
charges.”*® For example, Florida has a provision within its state Lifeline program that requires
carriers to provide Lifeline even when the consumer has been disconnected for non-payment of
toll charges.'*® The Lifeline service for such a consumer requires the consumer to accept toll-
blocking and to commit to pay back the prior long-distance balance on a monthly basis.'*® The
Joint Board also recommendsthat the Commission seek comment on whether it would be
possible to modify the Link-Up program to directly address outstanding balances for local and
long distance service without conflicting with the Fifth Circuit’s prior decision. For example,
one option might be to modify the Link-Up program to include provisionsto assist low-income
consumers in payment of such outstanding balances.

51997 Universal Service Order, 12 FCC Red at 8983, para. 390; 47 C.F.R. § 54.401(b) (repealed in 1999and
reserved).

1 Toxas PUC v. FCC, 183 F.3d 393,421425 (5™ Cir. 1999)(fmdmg that the Commission bad no ““unambiguous or
straightforward® grant of authority to override the limits set by [section] 2(b) [of the Communications Act of 19341,
and, accordingly, it has no jurisdiction to adopt the ‘no disconnect’ rule on the basis ofthe vague, general language of
[section] 254({b)(3).”).

147 See Federal State Joint Board on Universal Service Access Charge Reform, Sixteenth Order on Reconsideration,
CC Docket No. 96-45, Eight Report and Order, CC Docket No. 96-45, Sixth Report and Order, CC Docket No. 96-262,
15 FCC Red 1679, 1693, para. 34 (1999) (repealing, inter alia, section 54.401(b) ofthe Commission’s rules).

“® Pursuant to the Commission’s Link-Uprules, a consumer shall only receive the benefit of the Link-Up program for
a second or subsequenttime for a principal residence that is different from the one where the Link-Up assistance was
previouslyprovided. See47 C.F.R. § 54.411(c).

1% See Florida PSC Commentsat 4. See also FLA. STAT. § 364.604(4) (“A billing party shall not disconnect a
customer’sLifeline local service if the charges, taxes, and fees applicable to basic local exchange telecommunications
serviceare paid.”).

130 See .
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60. Contrary to the suggestion of the US. Catholic Bishops,”” the Joint Board does not
recommend that the Commission adopt any additional rules governing toll blocking. The U.S.
Catholic Bishops suggest that the rules be revised to prohibit carriers who do not offer toll
blockin% from requiring deposits from Lifeline/Link-Up customers in order to receive local
service.'? Currently, the Commission’srules prohibit carriers from requiring a Lifeline/Link-Up
subscriberto ay a service deposit in order to initiate service if the consumer elects to receive
toll bodagf Carriers may collect service deposits from consumerswho do not elect to
receive toll blocking or if the carrier does not have the technical ability to offer toll blocking.'>
We believe that, at this time, all carriers have the technological capability to offer toll blocking,
and that therefore this proposal is moot. In addition, the Joint Board recommends that states
should remain free to decide whether to adopt rules for deposits and/or credit checks of low-
income consumers in their respective jurisdictions.’”

61. Contraryto the suggestionof AT&T and NALA/PCA,'*® the Joint Board does not
recommend that telephone companieswho are not eligible telecommunications carriers should
receive federal support for providing Lifeline/Link-Up service. AT&T suggeststhat the
Commission allow telephone companiesto receive federal Lifeline/Link-Up support when they
have qualified for state support under parallel state programs.'” NALA/PCA believes that
allowing resellers who are not eligible telecommunications carriers to receive federal Universal
Service supportwill increase competition and choice for low-income consumers.”” The Joint
Board believes, however, that only eligible telecommunications carriers should receive universal
service funds, including federal Lifeline/Link-Up support. We note that the Commission found
in the 1997 Universal Service Order that “[although] we have the authority under sections 1,
4(i), 201, 205 and 254 to extend Lifeline to include carriers other than eligible
telecommunications carriers...we decline to do so at the present time.”'* The Joint Board

31 See US. Catholic Bishops Comments at 25-27; U.S. Catholic Bishops Reply Comments at 17; accord Colorado
DHSIOCC Comments at 8 (suggesting that toll blocking as a deposit alternative will enable more customers to obtain
phone serviceregardless of their credit history).

152 See U.S. Catholic Bishops Comments at 25-27; U.S. Catholic Bishops Reply Comments at 17

13 See47 C.F.R. § 54.401(c).

1% See id

1% See e.g. Minnesota DOC Commentsat 5. Minnesota explainsthat its credit and deposit rules do not require a
deposit for a customer with good credit. A customer who has not had service disconnected in the last twelve months
for nonpayment and has not been liable for disconnection for npnpayment is deemed to have good credit. For a
customer who does not have good credit, a deposit of no more than two months ofthe gross bill is required but the
deposit must he refunded after twelve consecutive months of prompt payment. See id.

1% See AT&T Comments at 2-4; NALA/PCA Comments at 4-5

"*7 See AT&T Commentsat 2-4.

1% See NALA/PCA Comments at 4-3

%% 1997 Universal Service Order, 12 FCC Red at 8971, para. 3609.
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continues to believe that only eligible telecommunicationscarriers should receive universal
service funds, including federal Lifeline/Link-Up support. We agree with the Commission that
“a single support mechanism with a single administrator following similar rules will have
significant advantages in terms of administrative convenience and efficiency.”'®® Furthermore,
eligible telecommunications carriers are carriers that agree to certain obligations in order to
receive universal service support.'®' Existing rules ensure that Lifeline/Link-Up funding goes
only to eligible telecommunications carriers that have committed to these obligations, including
the provision of supported services in accordance with section 54.101 of the Commission’s
rules.'®® Finally, to alleviate concerns that pure resellers may not be able to offer Lifeline service
to their low-income customers, we note that incumbent LECs are required to offer Lifeline
service at wholesale rates, pursuantto section 251(c)(4), to those carriers that provide service
purely by reselling another carrier’s services, so that these pure resellers can offer Lifeline
discounts to qualifying low-income consumers.'®?

62. Contrary to the suggestion of the Ohio Commission,'®* the Joint Board does not

recommend that the Commission adopt rules prohibiting Lifeline/Link-Up customers from
purchasing vertical services (e.g., call waiting, call forwarding, voice mail, caller identification).
The Ohio Commission suggests that the Commission should prohibit a Lifeline/Link-Up
customer from ordering vertical services and should also prohibit the marketing of vertical
services to Lifeline/Link-Up customers.'®® The Joint Board believes that any restriction on
vertical services is outside the scope of the Lifeline/Link-Up program, and, in addition, this issue
may be entirely within the purview of the states.'®® The Joint Board recognizes, however, that
restrictions on the purchase of vertical services may discourage qualified consumers from
enrolling in the Lifeline/Link-Up program, effectively serving as a barrier to participation.'®
Accordingly, the Joint Board recommends that the Commission encourage states not to adopt
rules that would restrict Lifeline/Link-Up customers from purchasing vertical services. For the
same reason, the Joint Board does not recommend imposing restrictions on the marketing of
vertical services to Lifeline/Link-Up customers.

7

190 1997 Universal Service Order, 12 FCC Red at 8971, para. 369.

181 See 47 C.F.R. § 54.201(d)(1)-(2).

%247 CF.R.§54.101

183 See 1997 Universal Service Order, 12 FCC Red at 8972, para. 370

' See Ohio Commission Commentsat 6-7. Butsee NASUCA Reply Comments at 6 (supports prohibiting carriers
from marketing vertical services to Lifelinekink-Up customers but believes those customers should not be barred from
ordering vertical services).

1%5 See Ohio Commission Comments at 6-7

1% We also note that, as more telecommunications services are sold in bundled form, it may be more difficultto
maintain a restriction on the purchase of only vertical services.

197 See Civil Rights Forum Comments at 9 (stating that customers should have choices in their telephone service).
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IV.  CONCLUSION

63. In conclusion, the Joint Board recommends that the Commission adopt the above-
mentioned modifications to the Lifeline/Link-Up program. Adding an income-based criterion
and the TANF and NSL programs to the current federal default eligibility criteria will allow the
Lifeline/Link-Up program to adapt to the changes resulting from PROWRA and otherwise
address issues associated with receiving public assistance. Adding certification and verification
requirements will ensure that only eligible low-income individuals receive benefits, thereby
preventing fraud and abuse. Adopting outreach guidelines will facilitate the marketing of the
Lifeline/Link-Up program to eligible individuals and increase telephone subscribership among
low-income households. Finally, issuing a survey form like the one contained in Appendix C,
will enable the Commission to gather data and information from states regarding the
administration of Lifeline/Link-Up programs.’® The Joint Board believes that the proposed
modifications to the Lifeiine/Link-Up program will increase Lifeline/Link-Up subscription rates
and make phone service affordable to more low-income individuals and families.

V. RECOMMENDING CLAUSE

64. For the reasons discussed herein, the Federal-State Joint Board on Universal Service,
pursuant to sections 254 and 410(c) of the Communications Act of 1934, as amended, 47 U.S.C.
§8 254, 410(c), recommends that the Commission consider the Joint Board's recommendations
to modify the federal Lifeline/Link-Up program, including positions relating to state
Lifeline/Link-Up programs.

FEDERAL COMMUNICATIONS COMMISSION

Moloo H L5o2e]

arlene H. Dorich &2
Secretary

1% See Appendix C.
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APPENDIX A

PARTIES FILING INITIAL COMMENTS

Commenter

American Public Communications Council
AT&T Corp.
Beacon Telecommunications Advisors, LLC
BellSouth Corporation
Civil Rights Forum on Communication Policy
Colorado Department of Human Services
Office of Self-Sufficiency
Colorado Office of Consumer Counsel
Confederated Tribes of the Umatilla Indian Reservation
Dollar Energy Fund, Inc.
Florida Public Service Commission
Gila River Telecommunications, Inc.
Indiana Utility Regulatory Commission
Lac du Flambeau Band of Lake Superior
Chippewa Indians
Legal Services Advocacy Project
Minnesota Department of Commerce
Minnesota Department of Human Services
Minnesota Office of the Attornev General-

Abbreviation

APCC

AT&T

Beacon

BellSouth

Civil Rights Forum
Colorado DHS/OCC

Umatilla

Dollar Energy Fund

Florida PSC

Gila River Telecommunications
Indiana URC

Lake Superior Chippewa Indians

LSAP
Minnesota DOC

Residential and Small Business Utilities Division

National ALEC Association/Prepaid Communications
Association

NALA/PCA

National Association of Regulatory Utility Commissioners NARUC

National Association of State Utility Consumer
Advocates

National Congress of American Indians

National Consumer Law Center on behalf of
Massachusetts Union of Public Housing Tenants

North Dakota Public Service Commissioner Susan Wefald

Oklahoma Corporation Commission
People of the State of California
California Public Utilities Commission
Public Service Commission of the State of Missouri
Public Utilities Commission of Ohio
Regulatory Commission of Alaska
SBC Communications Inc.
Sprint Corporation
Staff of the Washington Utilities and Transportation
Commission
Tennessee Regulatory Authority
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NCAI
NCLC

North Dakota Pv lic Sers ce
Commissioner

Oklahoma Commission
California PUC

Missouri Commission
Ohio Commission
Alaska Commission

SBC

Sprint

Staff of Washington UTC

Tennessee Regulatory Authority
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United States Department of Agriculture,
Food and Nutrition Service
United States Conference of Catholic Bishops
Alliance for Community Media
Appalachian People’s Action Coalition
Center for Digital Democracy
Consumer Action
Consumer Federation of America
Edgemont Neighborhood Coalition
Migrant Legal Action Program
Universal Service Administrative Company
Utility, Cable & Telecommunications Committee
of the City Council of New Orleans
Verizon Telephone Companies
Western Wireless Corporation
WorldCom, Inc.

Ly
)

USDA ENS

U.S. Catholic Bishops

USAC
New Orleans Council

Verizon
Western Wireless
WorldCom
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APPENDIX B

PARTIES FILING REPLY COMMENTS

Commenter Abbreviation
BellSouth Corporation BellSouth
Colorado Department of Human Services Colorado DHS/OCC

Office of Self-Sufficiency
Colorado Office of Consumer Counsel
Katherine Keller
National Association of State Utility Consumer Advocates NASUCA

National Consumer Law Center on behalf of NCLC
Massachusetts Union of Public Housing Tenants
Smith Bagley, Inc. Smith Bagley
Texas Office of Public Utility Counsel Texas OPC
United States Conference of Catholic Bishops U.S. Catholic Bishops

Alliance for Community Media
Appalachian People’s Action
Consumer Federation of America
Edgemont Neighborhood Coalition
Migrant Legal Action Program
Verizon Telephone Companies Verizon
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APPENDIX C
LIFELINELINK-UP STATE SURVEY
. What changes, if any, has the state implemented in its Lifeline/Link-Up program due to
changes in the federal Lifeline/Link-Up program? Of those changes, which have been
most effective in increasing the state’s telephone penetration rate?
. Please provide any additional information the state wishes to submit regarding positive or
negative results experienced due to adoption of new Lifeline/Link-Up procedures during
the past 12 months.
. Please provide any additional information the state wishes to submit regarding any
administrative burdens or inefficiencies that the state has experienced due to adoption of
new Lifeline/Link-Up procedures during the past 12 months.
Describe the state’s Lifeline/Link-Up eligibility requirements.
. Describe the state’s Lifeline/Link-Up procedures for enrollment and certification,
including documentation requirements. Do any state agencies qualify applicants for the
Lifeline/Link-Up program?
. Describe the state’s Lifeline/Link-Up procedures for verification, including
documentation requirements. If the state plans to implement a verification program,
please describe.
. List suggestions for improvements to the federal Lifeline/Link-Up program.
. Does the state require all incumbent LECs to provide Lifeline/Link-Up Service?

. Does the state require all competitive LECs to provide Lifeline/Link-Up Service?
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APPENDIX D

ESTIMATED INCOME REQUIREMENTS FOR A HOUSEHOLD AT OR BELOW
135% OF THE FEDERAL POVERTY GUIDELINES

Size of 48 Contiguous
FamilyUnit | Statesand DC.  Alaska | Hawaii
| | $12123  $15134 $13,946
Mz 16,362 20439 | 18819
o 20,601 25745 | 23603
4 20800 31050 28566
e
6 33318 4lesl 38313
7 31,557 46967 43,187
8 179 52272 48,060
Eg{sgifgggditiona' 4,239 5306 4,874
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APPENDIX E

LIFELINELINK-UP STATE PROCEDURES:
Examples of State Programs Submitted by Commenters

l. Eligibility
A Self-certification of Eligibility for Enrollment
1. California'®

In California, telephone companies must “immediately enroll” a customer who verbally certifies
that he or she is eligible to participate in the Lifeline program. The company then sendsthe
customer a self-certification form on which the customer affirms in writing that he or she is
eligible for Lifeline and agrees that the company may verify his or her income. If the customer
does not return the form within 30 days or if the company determines that the customer is not in
fact eligible, the customer is removed from the program.

B. Paperless Enrollment Application
1. Colorado’”®

Colorado has implemented a paperless applicationprocess that allows potential recipients, after
being notified of eligibility, to call their local telephone company to receive the discounts. There
is no written application. This paperless application process makes it easier for the consumer to
get the needed assistance and also enables low-income consumersto choose a competitive LEC
that offers the assistance to eligible subscribersusing the same paperless application process as
the incumbent LEC. There is no paper application to keep track of and transfer from company to
company.

C. Automatic Enrollment

1. Massachusetts'”'

In Massachusetts, households that qualify for LIHEAP can voluntarily give their permission, at
the time of application, for the LIHEAP-administering agency to disclose information to Verizon
that allows the household to be enrolled in Lifeline. Thus, enrollmentis not “automatic” in the
sense of being done without the household’s permission, but it is done electronically in most
cases. This facilitates enrollment, and the results are evident in the relatively high Lifeline
subscription rate in Massachusetts.

1% See NCLC Commentsat 5-6.
% See Colorado DHS/OCC Comments at 4.

1 5ee NCLC Comments at 6.
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2. New York!"

In New York State, the Public Utility Law Project (PULP) has spent several years working to
increase participation rates in the Lifeline/Link-Up programs. PULP represents low-income and
rural consumers in utility, telephone and energy related matters. PULP worked with the New
York Public Service Commission (NYPSC), the New York Department of Family Assistance
(NYFDA), and NYNEX (now Verizon) to create an automatic enrollment database. The data
transferred between the NYDFA and Verizon is confidential and cannot be used by Verizon or
the state for any reason other than Lifeline assistance. Anytime an individual enrolls for a
program administered by NYDFA they are automatically enrolled in Lifeline/Link-Up, but are
also given the option to opt-out of the Lifeline/Link-Up program. Individualswho are not
Verizon customers but have been identified by NYDFA as being eligible because of enrollment
in a program administeredby NYDFA are notified of their eligibility and given the opportunity
to request Lifeline service by returning a pre-printed form. This system increased the number of
people participating in Lifeline from 197,339 in 1987to 703,001 in 1998. Lifeline consumers
who have ceased receiving other assistance through NYDFA for four consecutive months are
removed from Lifeline.

3. North Dakota!”

In North Dakota, when consumers go to the county office of North Dakota Department of
Human Services (NDHS) and are determined eligible for any of the qualifying programs in the
North Dakota Lifeline and Link-Up program, they receive an information sheet about
Lifelinekink-Up or enhanced Lifeline/Link-Up. Each qualifying individual receives a
certificate of eligibility in the mail from NDHS which states that the individual must return this
certificate to the telephone company in order to receive Lifeline/Link-Up. Once a year, all
eligible North Dakotans receive a new qualifying certificate from the NDHS. The annual
mailing of this certificate to eligible parties helps increase participation in Lifeline and Link-Up
programs by providing an additional opportunity to sign up with the local telephone company.
Qwest and some other North Dakota companies use a different method of verification. Through
arrangementswith NDHS, these companies receive an annual list of eligible participants to
verify against their current participation list and delete unqualified participants based on this list.
Participants with these companies do not need to send in a qualifying certificate annually.

D. Paper-proof Verification of Continued Eligibility

7
1. Tennessee!?

12 See Civil Rights Forum Comments at 3.
'7> See North Dakota Public Service Commissioner Comments at |

'™ See Tennessee Regulatory Authority Comments at 11-12.
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The process used in Tennessee initially requires the applicant requesting Link-Up and Lifeline to
provide proof of the public assistance program they receive. Proof of benefits may be
demonstrated by providing a copy of the approval letter to receive Food Stamps, Medicaid or
TANF from Tennessee Department of Human Services (TDHS) or a copy of the SSI benefit
letter from the Social Security Administration.

E. On-line Verification of Continued Eligibility

1. Ilinois'™

In Hllinois, carriers can perform on-line verification of a consumer's eligibility by obtaining real-
time access to a database of state low-income assistance program participants. The result isa
streamlined process for both consumersand carriers.

2. Minnesota!™®

Minnesota verifies the income and/or disability of all applicants. An enrollee's continued
participation in the program is also verified on an annual basis. Minnesota verifies 85% of its
Telephone Assistance Program participants by the use of computer interfaces with the Minnesota
Department of Revenue, public assistance databases, and LIHEAP databases. The remainder are
contacted by mail and asked to provide proof of continuing eligibility. Due to these verification
procedures, Minnesota is not aware of problems with ineligible or fraudulent individuals being
enrolled in the Telephone Assistance Program.

3. Tennessee

In Tennessee, Lifeline applicants are required to certify eligibility by presenting documentation
to their carrier of their participation in Food Stamps, Medicaid, TANF, or SSI. Documentation
can be demonstrated by a copy of their approval letter to receive benefits through one of those
programs. Self-certificationis not permitted. Once the documentation is received by the carrier,
the carrier then verifies the accuracy of the documentation with the Tennessee Department of
Human Services (TDHS) client database. Verification of continued eligibility is also
accomplished utilizing this electronic system. This has been the most efficient and effective way
in which to verify and re-verify that a consumer is receiving public assistance. Tennessee
requires re-verification of consumers on Lifeline no less than twice a year or every six months.

1% See SBC Comments at 2.
176 See Minnesota DOC Comments at 4.

"1 See Tennessee Regulatory Authority Comments at 11-12.
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II. OUTREACH

A. Multi-Lingual Assistance
1 California'™®

On December 11,2001, the California PUC approved a one-year, $5 million contract to design
and implement a competitively neutral public awarenessand outreach program in order to
increase universal Lifeline telephone service subscribership. On the same date, the California
PUC approved a three-year, $1.5 million contract for a multi-lingual toll-free call center that
provides customer service information about Lifeline in Spanish, Korean, Laotian, Cambodian,
Vietnamese, Tagalog and Hmong, as well as English. As a result of California's outreach
efforts, Lifeline participation rates have increased from 1,467,859 in 1989to 3,196,661 in 2000.

2. Florida'”

The Florida Public Service Commission sends eligible Florida consumers a postcard-size flier
about the Lifeline/Link-Up program. Approximately 35,000 of the fliers, which were written in
English on one side and Spanish on the other, were mailed to consumers in 2000.

3. Minnesota

To accommodate the state's increasingly diverse community, the Minnesota Department of
Human Services currently makes Lifeline/Link-Up applications available in Arabic, Hmong,
Cambodian, Lao, Russian, Somali, Spanish and Vietnamese.

4, Tennessee

The Tennessee Regulatory Authority (TRA) has created four color posters in English and
Spanish and posted them in locations frequented by low-income individuals, such as health care
facilities, legal offices, churches, charitable organizations, and Human Services offices. To
support this campaign, the TRA has established a toll-free hotline. The TRA has produced
public service announcements for radio and television.

B. Tribal Outreach

1. Arizona and New Mexico'??

'"® See Civil Rights Forum Comments at 4; NCLC Comments at 5
'"® See Florida PSC Comments at 7.

**0 See Minnesota DOC Comments at 5.

81 See Civil Rights Forum Comments at 5.

'8 See Smith Bagley Reply Comments at 2, 7-8.
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In Arizona and New Mexico, Smith Bagley, a wireless carrier, conducts intensive advertising
campaigns on tribal reservations in service areas where they are designated as an eligible
telecommunications carrier. One of its most successful forms of outreach is its day-long event.
Smith Bagley moves its storefront into town for a day and hosts a sign-up event where customers
can learn about wireless service, determine their eligibility for Lifeline/Link-Up, sign up for
service, have car installations done, obtain training on using a cell phone, and ask Smith
Bagley’s staff any questions they may have about Lifeline/Link-Up or wireless service. This
unique outreach event has led to an increase of 14,000 new Lifeline subscribers.

C. Agreement with Carriers
1. Florida™

The Florida Public Service Commission (Florida PSC) has recently approved ajoint stipulation
between the Florida Office of Public Counsel and BellSouth that established a Community
Service Fund for use in educating customers and promoting BellSouth’s Lifelinekink-Up
services. As part of the stipulation, BellSouth agreed to contribute $250,000 in 2002 and
$150,000 in 2003.

D. “Warm Transfer Line”
1. Florida'

The Florida PSC has made consumer education about Lifeline a priority. The Florida PSC
operates an innovative “warm transfer line” which allows consumers who call the agency with
Lifeline/Link-Up questions to be automatically transferred to the appropriate eligible
telecommunications carrier providing phone service in their service area. The warm transfer line
assures consumers that they will be in touch directly with the company who can initiate the
service.

E. Coordination with Organizationsand Other Agencies

1, Florida'®

The Florida PSC also works closely with key state agencies, such as the Florida Department of
Children and Families (DCF) and Department of Community Affairs, to ensure that the materials
are received by the target population. For example, the Florida PSC created a postcard-sized
flier to be sent to eligible Florida consumers using the DCFE’s mailing lists and mail system.
Approximately 35,000 of the fliers, which were written in English on one side and Spanish on
the other, were mailed to consumers in 2000. Finally, the Florida PSC is partnering with the

183 See Florida PSC Commentsat 4.
'8! See Florida PSC Comments at 7.

185 See Florida PSC Comments at 7.
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American Association of Retired Persons (AARP), the Florida Association of Counties, and the
Florida League of Cities to further promote Lifeline/Link-Up.

F. Lifeline/Link-Up Seminars
1. Rhode Island'¢

In Rhode Island, consumer advocates hold annual forums and conferences, often consisting of
panels in which local telephone company representatives speak about Lifeline and distribute
brochures.

2. Tennessee'®’

The Tennessee Regulatory Authority (TRA) has implemented several methods to promote
Lifeline and Link-Up. It has created a Manager of Consumer Outreach position that concentrates
on providing consumer information. This Manager conducts three or four Lifeline/Link-Up
seminars per month at nursing homes across Tennessee. At the seminar, brochures and
applications are distributed, leading to numerous applications for Lifeline/Link-Up. Brochures
are also distributed at various public affairs events.

G. Direct Mailings

1. Connecticut'®®

The Connecticut Department of Social Services works in conjunction with carriers to target
eligible low-income consumers through the mail.

2. Idaho'®

The state of Idaho sends flyers and brochures printed by the Idaho Public Utilities Commission
to eligible state residents.

3. Maine'?

In late 1999, the Maine State Housing Authority and the Maine Community Action Programs
jointly carried out two major mass mailings to all eligible LIHEAP recipients notifying those

1% See Universal Service Administrative Company Comments at 10 (USAC).
*7 See Civil Rights Forum Commentsat 5.

%% See USAC Comments at 14,

1%9 See USAC Comments at 14,

190 5pe USAC Comments at 9.
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consumers that they were also eligible for Lifeline. An estimated 134,000 letters and flyers were
mailed, paid for by the Maine Telecommunications Education Fund.

4. New York™’

The Public Utility Law Project of New York sends annual personalized letters to all persons
eligible for Lifeline, informing them about the program.

5. North Carolina'*?

In North Carolina, an ad hoc committee comprised of staff members from the North Carolina
Utilities Commission, the Attorney General’s Office, major telecommunications industries, and
social services organizations have made major strides since 1998 in their Lifeline/Link-Up
outreach efforts with direct mailings and other forms of outreach. Since the committee’s first
meeting, 200,000 brochures have been printed and distributed to various organizations across the
state that works with low-income families. The North Carolina Public Service Commission sent
notices to everyone in North Carolina who was eligible for the programs.

6. Tennessee'”’

The Tennessee Regulatory Authority (TRA) works with the Tennessee Department of Human
Services (TDHS) database to determine eligible individuals and then mails Lifeline/Link-Up
information to those people.

H. Lifeline/Link-Up Notification on Every Call
1. Maine'**

Maine’s public assistance agencies explain the Lifeline/Link-Up program whenever a household
applies for public assistance and the state’s telephone companies mention Lifeline/Link-Up
whenever a customer applies for telephone service. This way, a household can apply for
Lifeline/Link-Up by phone by simply stating that they receive one of the listed public benefits
and providing either a social security number or welfare identification number. Maine credits its
high penetration rates to this combination of innovative outreach and easy application methods.

. Tax Break for Lifeline/Link-Up Telephone Companies

1. North Carolina’”

1 See USAC Comments at 12.
1”2 See Civil Rights Forum Comments at 4-5.
193 See Civil Rights Forum Comments at 5.
"** See NCLC Comments at 7.

1% See North Carolina Utilities Commission Comments at 4-5.
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North Carolina provides for a tax break to Lifeline/Link-Up telephone companies equal to the
amount of money they are required to contribute for Lifeline/Link-Up. According to FCC data,
Lifeline enroliment in North Carolina increased from 29,640 in 1998to 62,475 in 2000.

J. Lifelinenink-Up Marketing Board

1. California'*®

California created a Lifeline Marketing Board which promotes the Lifeline program beyond the
typical telephone company policy of including information in their telephone bills.

1% See Civil Rights Forum Comments at 4-5.
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Appendix F

Lifeline Staff Analysis

Quantifying the effects of adding an
Income criterion to the Lifeline
eligibility criteria

A Study for the Federal-State Joint Board on
Universal Service

Prepared by Craig Stroup
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Executive Summary
Lifeline Staff Analysis
April 2003

Introduction

The Federal-State Joint Board on Universal Service (Joint Board) recommends that the Federal
Communications Commission (FCC) add a federal default income-based criterion of at least 1.35
times the Federal Poverty Guidelines —a 1.35 Poverty Level Criterion (PLC). This would
allow many additional low-income citizens in those states that utilize the federal default criteria
to take the Lifeline program. The Joint Board also recommends that the FCC encourage all
states to adopt the recommended federal income-based criteria.

There is a benefit to increasing the number of participants, and also a cost. The obvious benefit
would be the increase in the number of telephone subscribers. The cost at the federal level
would be the additional federal dollars spent on the additional Lifeline enrollees.

Methodology

This study uses the economic method of forecasting baseline, change and new policy impact.
This means that first we estimate the number of Lifeline subscribers and the costs of the program
to form the baseline, also known as the status quo. Second, we estimate the changes that would
result from a nationwide implementation of a 1.35PLC, assuming that all states adopt this
criterion.” Third, we add (or apply) the changes to the baseline to the time period when the
policy is expected to be implemented. This step provides an estimate of the number of Lifeline
subscribers and costs under the new policy. We have chosen to estimate the baseline and
changes for 2004 because that is the timeframe in which the proposed changes will likely be
made.

This study uses a combination of statistical regression analysis and simple math in a series of
spreadsheet tables. The following equations form the basic structure of the spreadsheet model.

New Lifeline households = New Lifeline-eligible households times predicted Lifeline
subscription rate among newly-eligible households.

Additional federal Lifeline expenditures = number of additional households that would take
Lifeline times the amount of federal expenditures per household that takes Lifeline.

' Some states have a 1.5 PLC. This study assumes that those states with a 1.5PLC keep it.
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In sum, the results of two regression models are used to predict the impact of a policy change,
and these predictions are applied to the baseline to calculate the new level of Lifeline
subscription and federal Lifeline expenditures.

Results

The results are summarized below:

Summarv information for 2004 if states adopted a 1.35 PLC:

Additional households that would take Lifeline: 967,000to 1,136,000

Of the additional Lifeline subscribers,the number that
would subscribe to telephone service because of the 1.35PLC: 259.000

Of the additional Lifeline subscribers, the number that

would already have telephone service: 708,000 to 877,000
Additional federal expenditures in 2004:
Amount that federal expenditures would increase $105,000,000 to $123,000,000

Additional federal expenditures per new telephone subscriber: $405 to $475
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Lifeline Staff Analysis

Introduction

States use different criteria for determining whether a household qualifies for Lifeline. Some
states use the federal eligibility criteria (set by the FCC), which enable households receiving
Federal Public Housing Assistance (Section 8), Food Stamps, Low-Income Home Energy
Assistance Program, Medicaid, or Supplemental Security Income to receive Lifeline. Other
states have set their own criteria. States setting their own criteria often use one or more of the
programs from the federal criteria and sometimes include one or more of their own state-wide
programs. Some states also use an income-based criterion, which is based on some multiple of
the Federal Poverty Guidelines. In all cases, a household need meet only one of a state’s criteria
to be eligible for Lifeline.

The Joint Board recommends that the FCC add an income-based criterion to the federal
eligibility criteria for Lifeline. The Joint Board also recommends that the income-based criterion
be set at 1.35times the Federal Poverty Guidelines. Thus, households with incomes at or below
1.35times the Federal Poverty Guidelines would be eligible for Lifeline.

This study assumes that all states (not just those that currently utilize the federal default criteria)
add an income-based criterion of at least 1.35times the Federal Poverty Guidelines (poverty
level}—a 1.35Poverty Level Criterion (PL.C)y—which would increase the overall number of
eligible households.” This would enable additional low-income citizens in many states to take
the Lifeline program. (Households meeting at least one eligibility criterion are eligible for
Lifeline, so adding an additional eligibility criterion increases the number of households that are
eligible for Lifeline.)

There is a benefit to increasing the number of participants, and also a cost. The obvious benefit
would be the increase in the number of telephone subscribers. The cost at a federal level would
be the additional federal dollars spent on the additional Lifeline enrollees. Because the study
assumes that all states choose to adopt the recommended federal income-based eligibility
criteria, the estimates presented are likely to represent the upper limit of potential new Lifeline
and telephone subscribers and estimated impact on the fund. If some states choose not to adopt
the federal income-based standard, the number of new Lifeline and telephone subscribers, and
additional cost would be correspondingly lower.

The relationship between Lifeline eligibility, Lifeline subscribership, and telephone
subscribership is as follows. A portion of newly-eligible households (because of a 1.35 PLC)
will take Lifeline service. Of those households that subscribe to Lifeline because of the 1.35
PLC, a portion will start taking telephone service because they would then qualify for Lifeline.
The other portion would already have telephone service, and would be taking the Lifeline just
because they are newly-eligible. See the graphs below.

% This study assumes throughout that states with a 1.5 PLC continue to use a | .SPLC



Federal Communications Commission FCC03J-2

Lifeline Eligibility with a 1.35 PLC,
households taking Lifeline, and households
taking telephone service duetoa 1.35PLC

Eligible

under
Currently | current
Ehglble for ‘ ¢riieria or \

25% of households that
take Lifetine service
were phoneless

Houstholds
that are
newly- - Households
eligible for 75%, of bouseho lds that take
Lifeline that take Lifeline Lifeline
service due to service already had service due 10
a135PLC phone service a1.35PLC




Federal Communications Commission FCC03J-2

Methodology Summary

This study uses the economic method of forecasting baseline, change and new policy impact.
This means that first we estimate the number of Lifeline subscribers and the federal expenditures
of the program to form the baseline numbers. Second, we estimate the changes that would result
from a nationwide implementation of a 1.35 PLC. Third, we add (or apply) the changes to the
baseline in the time period when the policy is expected to be implemented. This step provides an
estimate of the number of Lifeline subscribers and costs under the new policy.

For the first step, we estimate Lifeline subscribership in Year 2000 and update those estimates
using data for Year 2002. The 2002 estimates are used as a base from which to forecast 2004
baseline Lifeline subscribership. We have chosen to estimate the baseline and changes for 2004
because that is the timeframe in which the proposed changes will be made.

For the second step, the Year 2000 subscribership estimates are used to predict the change in
Lifeline subscribership due to a 1.35PLC. The study uses the plethora of demographic data
available from the Year 2000 to model the effects that a 1.35 PLC would have had on Lifeline
subscribership and telephone penetration in 2000. For Lifeline subscribership, a regression
model is constructed that predicts the increase in Lifeline subscribers as a function of increasing
multiples of the Federal Poverty Guidelines. For example. the model predicts that if Texas—
which has a 1.25 PLC —adopted a 1.35 PLC, Lifeline subscribers in 2004 would increase by
16,669t0 19,576 (See Table 2.F). For telephone subscribership, a logistic regression is
constructed that predicts the increase in telephone subscribership as a function of increasing
multiples of the Federal Poverty Guidelines and other important factors, such as income and
home ownership. If all states adopt a 1.35 (or higher) PLC for Lifeline, the model predicts that
259,000 households would take telephone service because of that change.

In the third step, the estimated additional number of Lifeline subscribers is added to the baseline
in Year 2004 to get the forecasted number of Lifeline subscribers that would exist in 2004 under
a nationwide implementation of the new policy. This study forecasts the additional Lifeline
subscribers that would result from the implementation of a 1.35 PLC (baseline plus change).

These steps are exhibited in the following graphs. The first graph shows the steps for predicting
the number of Lifeline subscribers, and the second graph shows the amount of federal Lifeline
expenditures.
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Modeling Process

The modeling process is outlined below. The word “produce” is used below when the FCC did
not have the actual data, and so the quantities were estimated based on a sound methodology.
The word “forecast” is used when data are predicted for a future time period.

¢ Create baseline
o Produce baseline Lifeline subscription rates for 2000.
0 Produce baseline Lifeline subscription rates for 2002.
o Forecast baseline Lifeline subscription rates for 2004.
0 Forecast baseline federal Lifeline expenditures for 2004.
e Estimate change from new policy
o Produce change to Lifeline eligibility resulting froma 1.35 PLC.
o Forecast change to Lifeline subscription rates in 2000 resulting from a 1.35 PLC.
o Forecast change to Lifeline subscription rates for 2004.
o Forecast for Years 2000 and 2004, change to telephone subscribership resulting
froma 1.35PLC.
o Forecast change to federal Lifeline expenditures for 2004.
e Apply new policy to baseline to compute new level
o Apply forecasted changes to forecasted baseline to determine the new number of
Lifeline subscribers in 2004.
o Apply forecasted changes to forecasted baseline to determine the new federal
Lifeline expenditures in 2004.

Methodology Detail

The above steps will now be discussed in more detail. A series of tables is constructed that show
the computations for the three steps outlined above.

This study combines data from three sources: 1) Current Population Survey of Households
(CPSH) provided by the Bureau of Labor Statistics; 2) the website www.lifelinesupport.org; and
3) Universal Service Administrative Company (USAC). The CPSH data contain the results from
over 50,000 households that were surveyed around January 2000. The website
www.lifelinesupport.org provides the Lifeline eligibility requirements for each state, and
USAC’s website provides actual Lifeline subscribers in 2000 and 2002.

This study uses a combination of statistical regression analysis and simple math in a series of
spreadsheet tables. Two regression models are constructed.

o Lifeline Regression Model - A regression analysis model is constructed that correlates
higher Lifeline subscription rates to the use of higher multiples of the Federal Poverty
Guidelines for income criteria. Many states have income-based Lifeline eligibility
criteria, and in general, the states with a higher multiple of the Federal Poverty
Guidelines have higher Lifeline subscription rates. The results from this model are then
used to predict the number of households that would take Lifeline in 2000 and 2004 as a
result of a nationwide implementation of a 1.35PLC.
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e Telephone Regression Model - Another regression model, this time a logistic regression,
Is used to predict increased telephone participation that would have resulted in 2000 had a
1.35 PLC been implemented. This model incorporates several factors, including the 1.35
PLC, income, and other demographic information. Many states have income-based
Lifeline eligibility criteria, and in general, the states with a higher multiple of the Federal
Poverty Guidelines have higher telephone subscription rates. The results from this model
are then used to determine the number of households that would take telephone service in
2004 as a result of a nationwide implementation ofa 1.35PLC.

The spreadsheet tables use a series of equations which simply add or multiply the contents of
various columns in the table to produce a final column (to the right) which is of the most interest.
The results of the regression analysis are incorporated into several columns in the tables. The
following equations are used in the tables:

e Number of additional households taking Lifeline = number of newly-eligible households
times the Lifeline subscription rate (the percentage of those households that would take
Lifeline, which is determined by the Lifeline Regression Model).

e Additional federal Lifeline expenditures = number of additional households that would
take Lifeline times the amount of federal expenditures per household that takes Lifeline.

In sum, the results of two regression models are used to predict the impact of a policy change,
and these predictions are applied to the baseline to calculate the new level. The data and analysis
is discussed in more detail below.
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Step 1: Create Baseline

The tables in this section examine the number of Lifeline subscribers, the number of
households that are eligible for Lifeline and the Lifeline subscription rate. Each table reflects
data for a different year.

Baseline Lifeline subscription ratesfor Year 2000. Nationally, 16.3% of householdsare
estimated to be eligible for Lifeline. Of these eligible households, an estimated 33.1% subscribe
to Lifeline.

The CPSH data contain demographic data from which the eligibility for each household in the
sample can be determined. So, if a state uses Food Stamps as an eligibility criterion, then those
households in that state that received Food Stampsare marked as being eligible for Lifeline.
Each household is analyzed according to its state’s eligibility criteria, as reported by
www.lifelinesupport.org.’> Only those households that meet at least one of the eligibility criteria
are deemed eligible for Lifeline, the rest are deemed ineligible. This is accomplished
electronicallyusing Visual Basic for Applications for Microsoft Access. From these data,
statewide estimates for the number of Lifeline eligible households are created. USAC data from
the Monitoring Report are then used to create the Lifeline subscription rate, which is the
percentage of eligible householdsthat subscribe to Lifeline. See Table |.A.

Baseline Lifeline subscription ratesfor 2002. Nationally, 16.3% of households are estimated to
be eligible for Lifeline. Of these households, an estimated 37.5% subscribe to Lifeline.

USAC Lifeline data from 2002 are used to create a new baseline subscribershiprate, using the
same methodology as for Year 2000 described above. The number of households in each state in
Year 2002 is forecasted based on the growth rate of households between 1998 and 2000. It is
assumed that the same percentage of householdsthat qualified for Lifeline in 2000 qualified for
Lifeline in 2002. See Table 1.B.

Forecasted Baseline Lifeline subscription ratesfor 2004. There will be an estimated 110.1
million households in the Year 2004, and 6.8 million of those households are expected to take
Lifeline under existing rules.

The results from the previous tables are used to forecast the number of households, the number
of Lifeline-eligible households, and the number of Lifeline subscribersin 2004. The number of
households in 2004 is calculated in the same manner as it was in Table 1.B. The number of
households qualifying for Lifeline in 2004 (July 1, 2004, to be exact) is simply calculated by
multiplying the percentage of all households that are eligible for Lifeline in 2000 by the
forecasted number of households in 2004. This calculation assumes that the same percentage of
households will qualify for Lifeline in 2004 as did in 2000. The number of households that
would take Lifeline in 2004 is calculated by multiplying the percentage of eligible households
that took Lifeline in 2002 by the forecasted number of eligible households in 2004. This

? The website was viewed in early 2002
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calculation assumesthat the same percentage of Lifeline-eligiblehouseholdswill take Lifeline in
2004 as did in 2002. These predictions make two implicit assumptions: the number of
households in each state increases at a constant rate, and the economy continues to grow at the
same rate it did in 2002. See Table I.C.

Forecasted Baselinefederal Lifeline expendituresfor 2004. Forecasted federal Lifeline
expendituresunder existing rules in Year 2004 are $709 million.

The forecasted federal Lifeline expendituresare calculated by multiplying the forecasted number
of Lifeline subscribers in each state times the expected federal expendituresper line in that state.
The state-by-state federal expendituresare then summed to form the national total. See Table
1.D.

Step 2: Estimate Change from New Policy

This section quantifiesthe number of additional households that would become eligible
for Lifeline, the number of households that would subscribe to Lifeline, and the number of
additional households that would subscribe to telephone service due to the implementation of a
1.35PLC. (This analysisassumesthat stateswithout a PLC for Lifeline and states with a PLC
below 1.35adopt a 1.35PLC. This analysis also assumesthat states with a 1.5PLC keep it.)
This sectionthen calculatesthe increased federal Lifeline expenditures resulting from the
increased number of households taking Lifeline due to the 1.35PLC. CPSH data are used to
determine the number of additional households that would become eligible for Lifeline. Two
regression analyses are used to determine the number of additional households that would
subscribe to Lifeline and the number of households that would take telephone service due to a
1.35PLC.

Change to Lifeline eligibility in 2000 and 2004 resulting from a 1.35 PLC. We predict that an
additional 6.1 percent of total householdswould qualify for Lifeline under the 1.35PLC, and this
would qualify an additional 6.6 million households in Year 2004.

The demographic data from each household in the CPSH data are examined to determine
whether it would have become eligible for Lifeline wi a 1.35PLC. The estimates from the
CPSH data are then used to determine the number of households in each state that would become
eligible for Lifeline with a 1.35PLC. Table 2.A presents the information for the Year 2000 and
2.B presents the information for the Year 2004.

Change to Lifeline subscribership in 2000 resuiting from a 1.35 PLC. We predict that states
without a PLC and states with PLCs at 1.25or lower would see a significantincrease in the
number of low-income households that take Lifeline if they adopted a 1.35PLC. Nationwide,
the number of Lifeline takers would increase between 928,000to 1,090,000if all states adopted a
1.35PLC.

Different states have different Lifeline eligibility criteria, so regression analysis can be employed

to quantify the correlation between the use of a higher multiple of the poverty level (i.e., a higher
PLC) and the resulting higher Lifeline subscription rate. The Lifeline Regression Model predicts

10
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increased Lifeline subscribershipthat would have resulted from a nationwide 1.35PLC in 2000.
See Tables2.C and 2.D. (At the end of this study is a technical appendix that more thoroughly
discusses the regression analysis used for this model.) Tables 2.E and 2.F show the number of
additional Lifeline subscribers on a state-by-state basis for 2000 and 2004.

Forecasted change to telephone subscribershipfor 2004.  We predict that if all statesadopted a
1.35PLC, 259,000 households that do not have telephone service would take telephone service.

The Telephone Regression Model uses logistic regression to predict the increased telephone
subscribershipthat would have resulted from a nationwide 1.35 PLC in 2000. See Tables2.G
and 2.H. (Atthe end of this study is a technical appendix that more thoroughly discusses the
logistic regression analysis used for this model.) Table 2.H also uses these results to quantify the
number of households that would take telephone service in 2000 and 2004 because of a 1.35
PLC.

For 2000 and 2004 respectively, Tables2.1and 2.J. break down the number of new Lifeline
subscribersinto two groups: those that would be taking telephone service because of the 1.35
PLC, and those that are already had telephone service, and who are subscribingto Lifeline just
because they would then be eligible for it.

Change tofederal Lifeline expendituresfor 2004 isforecasted. We predict that federal Lifeline
expenditureswould increase by $105 million to $123 million if all states implemented a 1.35
PLC.

The forecasted change to federal Lifeline expendituresis calculated by multiplying the
forecasted change to the number of Lifeline subscribersin each state times the expected federal
expendituresper Lifeline subscribers in that state. The state-by-state change in the amount of
federal expendituresis then summed to form the national total. See Table 2.K.

Step 3: Apply New Policy to Baseline to Compute New Level

The new levels of subscribership and costs are shown in several tables. First, the new
total of Lifeline subscribersis calculated, and then the increased federal Lifeline expenditures are
calculated.

Forecasted New Policy Levelsfor Lifeline subscribership in 2004. We predict that if all states
implementa 1.35PLC for Lifeline, an estimated 8 million households will subscribe.

Here the forecasted increase in Lifeline subscribersis added to the forecasted baseline number of
subscribersto create the new forecasted number of Lifeline subscribersin 2004 with the 1.35
PLC. See Table 3.A.

Forecasted New Policy Levelsforfederal Lifeline expenditures. We predict that if all states

implementa 1.35 PLC for Lifeline, federal Lifeline expendituresare forecasted to be in the range
of $814 million to $832 million.

11
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Here the forecasted increase in federal Lifeline expenditures is added to the forecasted baseline
federal Lifeline expendituresto create the new forecasted federal Lifeline expendituresin 2004
with the 1.35PLC. See Table 3.B.

Additional request

Finally, this study examines, at the Joint Board’s request, the effects of replacing the current
federal default Lifeline eligibility criteria with a single income-based criterion (Table 4.A). For
administrativeease, the model assumes that all states (even those that do not presently utilize the
federal default criteria) would adopt a single criterion of 1.35PLC, except that stateswith a 1.5
PLC would keep it. Therefore, these estimates may overstate the results of the policy change. If
current criteria were replaced with a 1.35PLC, then some current Lifeline participants would no
longer be eligible, so there would be decreases in Lifeline subscribershipresulting from the
discontinued criteria. There would also be offsetting increases from the new 1.35 PLC. The net
impact is that fewer households would take Lifeline if the 1.35 PLC were the only eligibility
criterion.

The calculationsare as follows. The baseline number of households taking Lifeline is the same
as calculated above in Section Three. CPSH data are examined to determine the percentage of
householdsthat would no longer qualify for Lifeline due to the removal of all other eligibility
criteria. The number of newly-eligible households that would take Lifeline as a result of the 1.35
PLC criteria change is derived in Section Three. Thus, the new policy level of Lifeline
subscribersis the baseline number of Lifeline subscribers less those subscribersthat could not
remain due to the change, plus those Lifeline subscribers that would take it because of the
change. See Table4.A.

Other Factors

This study cannot take several important factors into consideration, such as economic conditions
and state outreach programs because there are not enough data to do so. Properly accounting for
a fluctuating economy would require five or more decades of data. The Lifeline program started
only about 20 years ago, so an analysis incorporatinga fluctuatingeconomy is not attempted in
this study. Further, there are no comprehensive estimates quantifying state spending on outreach
programs, or the effects the outreach programs have on Lifeline subscribership.

By not accounting for these factors explicitly, this study assumes that these factors will remain
constant between 2000 and 2004. Although changes in these factors can affect the forecasted
baseline number of Lifeline subscribers (and therefore, baseline federal expenditures), those
factors should have a relatively smaller effect on the forecasted number of households that will
take Lifeline as a result of a 1.35 PLC. The number of households that would take Lifeline
because of a 1.35PLC is about 1/6™ of those that already take Lifeline. So, as the economy
fluctuates, and more or less households take Lifeline, the number of households that would take
Lifeline due to a 1.35PLC will go up and down by 1/6™ as much as the number of households
that would take Lifeline based on other eligibility criteria. Thus, the number of households
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taking Lifeline due to a 1.35 PLC will have 1/36"™ the variance that the number of households
taking Lifeline will have.*

Additional assumptions

In addition to the factors discussed above, this study makes several assumptionsthat are
needed to estimate the impact of the program:

1) All other Lifeline/Linkup eligibility criteria (and the qualifications for the underlying
programs) stay constant over time. Aside from the addition of a 1.35 PLC, this model assumes
that between 2000 and 2004, no other changes are made to the Lifeline/Linkup programs or to
the programs that are frequently used as qualifying criteria for Lifeline between 2000 and 2004,

2) Data can be substituted. Several states have a 1.33 PLC in effect. This study treats
states that have a 1.33 PLC as having a 1.35 PLC. This assumption is reasonable because the
effectsof a 1.33 PLC are statistically indistinguishable from a 1.35 PLC.

3) Rapid adoption and continuity. This model assumesthat all states rapidly adopt a 1.35
PLC (and that stateswith a 1.5PLC keep it). The model also assumes that households rapidly
learn of the changes to the Lifeline program and expeditiously act on this new information.

* See Henry Scheffe, The Analvsis of Variance, at 8 (1959).
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Results
The results are summarized below:
Summary information for 2004:

Household information:

Forecasted households on Lifeline without 1.35PLC: 6,827,000
Forecasted additional households on Lifeline with 1.35PLC: 967,000 to 1,136,000
Forecasted households on Lifeline with 1.35 PLC: 7,974,000to 7,961,000

Lifeline subscriber information:

Households that would take telephone service due to the 1.35 PLC: 259,000
Households taking Lifeline that already have telephone service: 708,000 to 877,000
Federal Lifeline expenditures:

Forecasted federal Lifeline expenditures without 1.35PLC: $709,000,000
Forecasted amount federal expenditures would increase:  $105,000,000 to $123,000,000
Forecasted federal Lifeline expenditures with 1.35PLC: $814,000,000to $832,000,000

Additional federal expenditures per new telephone subscriber: $405to $475

14



il Communications Commission FCC 03J-2

List of Tables

Sectiom Table Title— —

1 Baseline information
LA Baseline Lifeline subscription information (Year 2000)
1B Baseline Lifeline subscription information(Y ear 2102}
LC  Baseline Lifeline subscription information (Year 2004)
1.D Forecasted baseline Lifeline expenditures(Year 2004)

Change to baseline: effects from the new policy
2.A  Estimated additional Lifeline-eligible households using a nationwide 1.35PLC (Y ear 2000)
2B Estimated additional Lifeline-eligible households using a nationwide 1.35PLC (Year 2004)

[

Regression analysis: Would Lifeline take rates increase due to anationwide implementation
of2 135 PLC?

2.D Estimated additional Lifeline subscribershipwith a nationwide 1.35 PLC
2.E  Estimated state-by-state additional Lifeline subscribers using a 1.35 PLC (Year 2000)
2.F  Estimated state-by-stateadditional Lifeline subscribersusinga .35 PLC (Year 2004)

Logit regression results: Would a 1.35 Poverty Level Criterion for Lifeline increase

26 telephone penetration?

Using the logit regression results: Calculating the number of households that would have

28 taken telephone service with a nationwide 1.35 PLC in 2000

21 Breakdown of Lifeline subscribers with a nationwide 1.35 PLC (Year 2000)
2J Breakdown of Lifeline subscriberswith a nationwide 1.35 PLC {Year 2004)
2K Estimated Lifeline expenditures{Y ear 2004)

3 New policy levels: newlevels resulting froma 1.35PLC (asef July 1,2004)

3A Forecasied new Lifeline subscribers(Year 2004)
I.B Forecasted new Lifeline expenditures(Year20¢4)

4 Replacing current criteria with an income-based criterion.
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Section 1:Baseline Information
Table |LA
Baseline Lifeline subscription information (Year 2000)
4 (Monitoring Report) b (CPSH data) o (CPSH data) d=b*¢ e=a/d
Lifeline Estimatad Estimated Eatimated Estimated Lifsli
State househelds (HH) sligible HE _seripfjon pat |
Alebama 18,676 1,743,574 14.9% 259,534 7.2%
Alaska 4,321 217,746 18.7% 40,783 10.6%
Avrizona 2.118 1,808,150 13.4% 242,281 9.1% *
Arkansas 8,843 1,026,805 19.6% 200.892 4.4%
California 3,157,706 12,086,382 19.3% 2,328,673 135.6%
Colorado 23,995 1,807,410 3.1% 49,918 48.1% =
Connecticut 61,437 1,286,753 11.0% 142025 43.3% *
Delaware 606 288,200 16.6% 47,952 1.3 *
DC 10,593 239,359 12.7% 8.7 23.7%
Florida 129,980 6,065,548 13.2% 800,672 16.2%
Georgia 74,825 2,950,929 15.2% 448,507 16.7%
Bawali 12,590 411,611 26.9% 110,692 11.4%
Idaho 14,780 481,148 21.% 105,567 14.0% *
Tinois 49,347 4,574,246 12.9% 501,251 8.3
Indiana 19,058 2,301,252 13.2% 302,984 6.3%
lowa 6,105 1,148,540 10.6% 121,475 5.0%
Kansas 5,501 1,044,615 11.0% 115,213 4.9% %
25,040 1,549,172 17.2% 266,916 9.4%
Louisiana 10,435 1,609,089 19.7% 317,756 33%
Maine 67,401 497,043 15.1% 75,230 89.6% *
Maryland 3,885 1,983,933 17% 73,576 5.3% *
Massachusetts 167,699 2,466,124 16.1% 395,930 42.4% ®
M ichigan 132,432 3,710,812 23.2% 862,177 15.4%
Minnescta 54,787 1,848,976 128% 237,457 23.1%
M ississippi 13,370 1,039,680 21.% 2173 1 5.9%
Missouri 10.709 1170,965 16.0% 347,650 3.1% =
Mortana 9,570 356,967 10.7% 33,197 25.1%
Nebraska 11.434 653,743 10.7% 69,930 16.4%
Nevada 10,551 684,256 20.9% 142,745 7.4%
New Hampshire 5,205 465,200 14.8% 68,733 7.6%
New Jersey 6,434 3,044,560 12.3% 375,647 17% =
New Mexice 32,843 668,708 16.2% 108,020 30.4%
New York 657,267 7,037,711 19.8% 1,395,361 47.1% *
Motk Carolina 44,424 2,948,596 15.7% 463,888 9.6%
North Daketa 11,968 256,636 12.3% 31,686 37.8%
Ohio 109,202 4,520,694 14.5% 657,454 16.6% =
Oklahoma 2,454 1,334,263 14.5% 193,842 1.3 *
Oregon 28,934 1,341,046 242% 323,906 8.9%
B ermsytvania 40.168 4,661,883 12.0% 558,246 7. 2%
Rhode island 46.244 387,422 16.1% 62,551 3.9 *
South Carolina 21,091 1,543,700 15.1% 233,810 9.0%
South Dakota 11,532 281,747 13.0% 36,703 31.4%
Ternessae 30,347 2,141,233 26.1% 559,670 5.4%
exas 236,934 7,436,436 23.6% 1,752,323 13.5%
Utah 19,237 678,741 17 .4% 118,046 16.3%
erm ont 28,464 240.122 10.2% 72,618 39.2%
Virginia 22,306 2,651,584 8.5% 225,864 9.9%
Washington 61,809 2,305,174 13.5% 312,117 19.8%
ezt Virginia 5,546 756,595 20.56 155,054 3.6% *
Wisconsin 59,331 2,027,940 13.3% 269,753 2.0 *
yoming 1,337 192930 11.9% 22,168 6.0%
(Nationwide 5,620,971 104,782,000 16.3% 17,006,000 33.1%
Nen-starred observations 17.2% 36 2%

* This state has multiple Lifeline-type programe, or has eligibility criteria containing sipnificant elements that cannot be
aecounted for with CPSH data, o this estimate is unreliable
Sources: Industry Analysis and Technelogy Division, Wireline Competition Burs 21, Universal Service Montorirg Repert (ON .

20023 Current Population Survey of Households (CPSH) March 2000 data, and www lifelinesupport.org.
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Section 1: Baseline Information
Table |1.B

Baseline Lifeline subscription information (Year2002)

a(Table LAY b ({CPEH; cmg*h Geare e (Table LA) fud®e g (USAC data) g
Growdh (Jees) Expectad Percantege of Households that Households Percertage ¢
2000 - 2002 New {fawer} total HH that woutd quality  would qualify that wok houssholds
Households basedon  houssholds  househoids For Lifeline (LL) for Lifaline Lifeline took Lifelin
State 2000 1892 -2000  in2902 N2 oderexigingriles  under exiding roles D200

|Alabam a 1,743574 10% 18,258 1,761,832 14.9% 262,252 25,403 9.7%
A laska 217.746 -5.8% -12,652 203,094 18.7% 38,414 23,302 60.7%
4 rizona 1.BO8, 150 7.2% 129.944 1,938,096 13 4% 255,693 73186 28.2%
Arkansas 1,026.B03 2.0% 20,813 1.047,618 19.6% 204,984 10, 103 4.9%
Califomia i2,086,382 5.2% 633,821 12,720.2¢3 19.3% 1,450,791 3232,732 131.9%
Colorado 1,602,410 2.9% 46,624 1,649,034 3.1% 51,370 19,708 57.8%
Connecticut 1,286,753 1.3% 16,443 1303156 11.0% 143,840 58,056 40.4%
Dralaware 288,200 6.3% 18,048 306,248 16.6% 40,935 2,100 4,1%
DC 235,359 4.1% 9932 245,211 1S 7% 46,588 13645 29.3%
Florida 6,065,548 0.2% 48,053 6,113,601 132% 807,015 142521 17.7%
Guargia 2,950,929 3.0% 28,987 3,038,918 15.2% 462,032 68,266 14.8%
H awaii 411611 0.6% -2588 408,022 26.9% 109,596 14124 12.8%
[daho 481.148 5.3% 25,369 506,517 21.9% 114,133 27660 24.9%
I linots 4,574,246 2.3% 104,619 4,672,865 12 6% 604,774 87,188 14.4%
indiana 2,301,252 1.7% 40,155 2341.407 13.2% 308271 40,326 13.1%
Towa 1,142,540 1.4% 15734 1,164,274 16.6% 123,139 17,800 14.5%
Kansas 1,044,615 2.2% 23301 1,067,916 11.0% 117,783 13,75 11.7%
Kertucky 1,549,172 1.4% 21,723 1,370,893 17 2% 270,659 60,739 22.4%
Lonisiana 1,609,085 -2.2% -36,141 1572948 197% 310,619 21,265 6.8%
Malne 497,043 -3.4% -16,832 480.2 11 IS 1% 72,682 85,587 117.8%
Maryland 1,988,933 2.4% 47514 2.0%6,447 3.7% 75334 4,022 5.3%
Massachieens 2,464,124 3.0% 74,890 2,54 1014 16.1% 407,953 164,600 40.3%
Michlgan 3710812 -1 5% 54,154 3,650,658 23.2% 849,595 118,794 14.0%
Minnescta 1,848,874 3.8% 69,344 1,818,328 12 8% 246.362 47554 19.3%
Mississippi 1,039,680 0.6% 6,663 1,046,243 21 9% 22%1% 1 22,566 9.8%
M iasouri 2,170,965 3.1% 66,452 2,237,417 16.0% 358,291 33,322 9.3%
Montana 356,967 G.1% 1,146 358,113 10.7% 38319 15,815 41.3%
Nebraska 653.743 1.7% 11,302 665,045 107% 71.138 15,241 21.4%
[Nevada 684.256 1.4% 5,705 693,561 20.9% 144,759 37,204 25.7%
[Mew Hampsehire 465,200 3.1% 14459 479,659 14.8% 70,869 7.253 10.2%
INew Jersey 3,044,560 4.8% 144,642 3,189,202 12.3% 393,494 46,687 11.9%
New Maxico 468,708 3.0% 19,762 688470 16.2% L1212 7,356 12.6%
New York 7,031,711 1.0% 68,528 7,106,239 12.8% 1,408,948 500,671 15.5%
North Carolina 2,548,596 2.0% 59,074 3,007,610 15.7% 473,181 98,510 21.0%
MNorth Dakota 256.636 1.5% 3,776 260,412 12.3% 32152 19,226 59.8%
Ohio 4,520,694 2.1% 53114 4,613,808 14 5% 670,993 279,591 41.7%
O¥lahoma 1,334363 0.8% 10,497 1,344,760 14.5% 195,367 117,297 60.0%
Oregon 1,341,046 4.7% 62,475 1,402,521 24.2% 335,596 36,402 10.7%
Pennsylvania 4,667,883 0.1% 5,726 4673609 120% 558,931 845 17.0%
Rhode leland 387,422 -3.6% -13.759 373633 16 1% 60,325 45,18% 76.6%
Soth Caroling 1,541,700 6.5% 100,951 1,644,851 15. 1% 249, 1450 21,809 a8%
South Dakota 281,747 -1.2% -3479 278,268 13.0% 36,250 27,147 74.8%
[Tenneasse 2,141,233 -1.8% -39,229 2,102,004 26.1% 549,416 49,050 2.9%
Texa: 7,436,434 4.2% 312,458 7,748,594 23.6% 1,825,953 4259770 23.5%
Utah 672,741 0.4% 3,048 681,789 17 4% 118576 19,652 16.6%
[V ermont 240,122 -18% -4,409 235,713 30.2% 71,284 25511 42.0%
[V ir gintia 2,651 584 2.4% 63,202 2,734,786 8.5% 231,248 20,736 9.0%
[Washington 3,305,174 3.6% 83,855 2,388,029 13.5% 32347 1 83327 25.8%
W ast Virginia 756,595 1.7% 13240 765.835 20.5% 157,768 4,905 3.1%
[ Wisconsin 2,027,840 -33% £7,85% 1,960,083 13.3% 260,127 68,333 24.2%
[Wyor ing 192,930 3.4% 6,485 199,415 11.5% 22,913 2.126 9.3%
INationwide 104,782,000 3.2% 2,363,000 107,145.000 15.3% 17,489,000 6,558, 50 37.5%

Source Qurrent Populatian Survey of Households (CPSH) Mareh 1998 and 2000 data
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Section 1: Baseline Information

Table:.C
Baseline Lifeline subscriptioninfonmation (Year 2004)
a{Tabie L.4) b (CPEH; [Ty Gegrie e (Table 1.A} fed*e g (Table LB) h—f*g
Growth (loas) Expectad Parcentage of Households that Lifatine take Etpetied HE
U000 - T2004 Mew (fewmer)  toral HE that would would quality rate for HH that  that Would tal
Boussholds based on households  heassholds quadify for LL for Lifeline qualify under  Lifeline und:
ke 2000 JA4sE . L2000 Ly 2004 under existing rales under exigtineules  eAltingiules  sxigingrufe
LA labama 1,743,574 2.4% 41,081 1,784,655 14.9% 265.649 9.7% 25,732
A latka 217,746 -13.1% 28,467 189,279 18.7% 15,452 60.7% 21,505
Arizona 1,808 150 16.2% 292,378 2,100,528 13 4% 281.458 28.2% 79,320
A rkanias LOZE 808 4.6% 44,828 1,073,633 19.6% 210,054 4.9% 10,351
(Caitfomta 12,086,382 11.2% 1,426,0% 13,512,478 19.3% 2,603,433 131.9% 3,434,082
Colorads 1,602,410 6.5% 104,903 1,707,313 3.1% 53.184 57.8% 30,759
Connacticut 1286753 1.9% 34,998 1,323,751 11.0% 146,109 46.4% §8.972
Delaware 288.200 14.1% 40,609 328,809 16.6% 54.700 4.1% 2255
DC 239.351 9.3% 23,347 261,706 18.7% 48,908 29.3% 14325
Florida 6.065548 18% 108119 6,173,667 13.2% 814,944 17.7% 143921
Georgia 2,950,924 6.8% 200,220 3,151,149 15.2% 478,938 14.8% 70,764
H awaii 411,411 -1.4% -5,824 405,787 26.9% 104,126 12.8% 14,012
daho 421,148 11.9% 57,079 539227 21.9% 118,091 24.9% 29,392
tilinels 4,574,346 5.1% 235394 4,809,640 12.9% 611,677 14.4% 89,425
[ndiana 2,304352 3.9% 90,349 2,391,601} 13.2% 314,879 13.1% 41,190
Jowa 1,148540 3.1% 154 [, 183,842 10.6% 125219 145% 18,101
Kansas 1044615 5.0% 52,427 1,097,042 11.0% {20,959 11.7% 14,151
K ertucky 1549172 3.2% 48,877 1,598,049 17.2% 275,337 22.4% 61,739
Louktiana 1,609,089 5.1% 81,317 1,527,172 19.7% 301,698 6.8% 20,654
Maine 497,043 -7.6% TR 159,171 15.1% £9,493 117.8% 81,837
Maryland 1,988.933 5.4% 106,907  2,0958411 17% 77531 53% 4,139
2464124 6.8% 168501 2,634,625 16.1% 422,982 40.3% 170,664
3710812 -3.3% S121847 0 3,588,945 23.2% 833,867 14.0% 116,595
1,548,976 8.4% 156,024 2,005,000 12.8% 257,494 19.3% 49,703
£,039,530 1.4% 14.993 1,054,573 21 9% 231,015 28% 22,746
2,170,965 6.9% 149516 2,320,481 16.0% 371592 9.3% 34,535
356,467 0.7% 2,578 359,545 16.7% 38,473 41.3% 15,878
653,743 3.9% 25,428 679,17 | 107% 72,650 21.4% 15,565
484.256 2% 21.836 706092 209% 147,300 257% 37,854
463,200 7.0% 32,533 497,733 14.8% 73,540 10.2% 7,526
3,044,560 10.7% 325444 3,370,004 12.3% 415,802 11.9% 49,334
668,708 4.6% 44,465 713,173 16 2% 115202 42.6% 49,055
7037711 2.2% 154188  T.141.88% 19.8% 1,825,532 35.5% 506,704
2,948,356 4.5% 132916 3081512 15.7% 481.799 21.0% 101,933
256,636 3.3% 8.495 265,131 12.3% 214 5%. 8% 19,574
452,694 4.6% 209,506 4,730,200 14.5% 687,923 41.7% 286,644
1334267 18% 23618 1,357,881 14.5% 197,273 60.0% 118,442
1,344,044 10.3% 140569 1,481,615 24.2% 357,858 10.7% 38427
4,667,883 0.3% {2,884 4,880,767 12.0% 850787 17.0% 94,991
327,422 £.0% -31,025 356,397 16. 1% 57,542 76.6% 44,058
South Carolina 1,541700 14.7% 227,140 1,770,840 15.1% 268,212 £2.3% 23,482
Seuth Dakota 231,747 2.8% -1,.827 13,920 13.0% 15,483 74.8% 26,493
[Tennesazs 214 1233 -4, 1% BE, 266 2,052,967 26.1% 536,599 39% 47,908
[Texas 7,436,436 9.5% 703,031 8,135,467 23.6% L917,956 235% 451,642
Utah 678741 1.0% 6,858 665,599 17.4% 118,238 16.6% 19,762
Vermont 240,122 -4.1% 8920 334,201 30.2% 69,618 42.0% 29,212
Virginia 2,651,104 5.4% 142205 2,793,789 35% 237,978 9.0% 21,333
Washingten 2,305174 22% 188,674 2,493,848 135% 337,643 25.8% 86,983
Wast Virginia 716,598 3.9% 28789 786,384 20.5% 161,158 3.1% 5010
I iseonn 2,027,940 1.5% -152.673 1315267 13.3% 143,445 24.2% 65,376
rWyom ing 102930 7.6% 14,592 207.522 1t 5% 23,845 9.3% 3212
[ ationwids 104,782,000 4.9% 5317000 110,099,000 16 3% 17,971,000 17,58% 6,827,000

12,25 times the Z-year growid: ( 1998-200) equals the growth over 4.5 years.
Sowee: Currerst Population Swvay of Households (CPSH) March 1998ard 2000 data
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Section |; Baseline Information

Table 1.D
Forecasted baseline Lifeline expenditures (Year 2004)
I a(staff axtimate)’ a*t2 5 (Table 1.C) =i
Monthly federal support  Annual federal  Expected Honsstiolds tixing Forecamed Lifeline sxpanditan
State pac lins in 2004 gapport perline  Lifeline under existing ralew T L1
Alabama $10.00 $120.00 25,732 $3,087,836
| Alaska $10.00 $120.00 21,505 $2,580,554
Atizons $8.31 $99.67 79.320 $7,905,402
| Arkansas $8.25 $55.00 10351 $1,024,72%
Catifornia £8.34 $100.02 3,434,082 $243,490,485
Colorado $10.00 $120.00 30,759 $3,621,050
Connsctiog $8.02 $96.26 58,972 $5676,389
Delawars $8.17 $98.04 2,255 $221.051
Do $7.32 $87.84 14.325 $1,258,26%
Flerida $10.00 $120.00 143,921 $17,270,546
Georgia $10.00 $120.00 70,764 $8,491,683
Hawaii $8.25 $99.00 14012 $1,387,214
Idgho $9.91 $118.92 29,392 $3,495,190
[linois $7.42 $89.01 89,615 $1977186
Indiana $7.45 $89.39 41,190 $3,682,115
lowa 56 56 $83A8 18,101 $1,511,046
Kansas $8.82 $105 87 14,151 $1,498,204
Kennteky $9.86 $118.2¢ 61,789 $7,309,219
Leuisiana $8.25 $99.00 20.654 $2,044,783
Maine $9.93 $118.19 81,837 $9,754.343
Maryland $9.11 $105.33 4,138 $452,553
Maszachusatts $9.92 $119.04 170,664 $20,315,902
Michigan $8.21 $98.54 114,493 $11,489,533
Minnesota $7.04 $84.44 49,703 $4,197,110
Mississippi $10.00 $120.00 22,746 $2,728,464
Missourt $7.08 $84.97 34,559 $2,936,422
Montana $10.00 $120.00 15,878 $1,905,390
Nebraska $9.43 $113.15 15,565 $1,761,179
Navada $7187 $94.49 37,854 $3,576,901
New Hampshire $8.17 $98.08 7,526 $738,167
(Nowr Jersey 67.95 $95.45 49,334 $4,709,062
(Naw Mexico $10.00 $120.00 49,055 $5,886,597
New York $8.32 $117.99 506, 706 £58, 787,604
HNorth Carolina $9.72 $116 1 101.953 $11,889,163
North Daketa $10.00 $120.00 19,574 $2,348,946
Ohie $7.33 $87.99 286,644 $25,222329
Cllahoms $7.78 $93.36 118442 $11,057,846
Oregon $10.00 $120.00 38,427 $4,611,270
Pennsylvania $9.03 1108.32 04991 $10,289,282
Rhoda [sland $9.92 118,04 44,058 $5,344,588
South Carglina $9.98 £119.72 23,482 $2811,320
South Dakota $8.21 $98.47 26,693 2,628,557
Tannessee £9.89 $3118.70 47,906 $5,686,235
Texan $8.90 $106.81 451,692 $d8,2d1, 163
Uteh $9.94 $119.22 19.762 $2,156,049
Varmont §9.93 $119.20 28,212 $3,481,989
Viginia te44 $113.22 21,333 $2413,418
“‘Washington £9.62 £115.40 86,983 $10,037,727
West Virginia $9.25 $111.00 5.010 $556.172
Wisconsin $7.72 $92.68 65,376 $6,059,041
Wyoming £10.00 1120.01 2212 $265,505
Nattonwids Not applicable Not applicable 6,827,000 $700,000,000

! Estimate of monthly federal expendituresineludes the Subscriber Line Charge (3L<C), £1.75, and any faderat matehing fands for

that stats. SLC amounts were estimated on a ¢ mpany-by-company basis and are based on rulss established by the CALLSand
MAG prossadings. The SLC for each rate is a weighted average based on the number of Lifeline subscribars served by sach

carrier N the state,
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Section 2: Change to baseline: effects from the new policy

Table 2.A
Estimated additional Lifeline-eligible households using anationwide 1.35PLC (Year 2000)
a(Table 1A) b (CPSH data) s=bva
Additional households that Additions! households (%) tha
State Hougeholds would qualify with a 1.35PLC"  would gualify with a 1.35PLC
Alabama 1,743,574 187,280 10.7%
Alaska 217.746 12,881 5.9%
Arizona 1,808,150 185,960 10.3%
Arkansas 1,026,805 105,820 10.3%
California 12,086,382 0 0.0%
Colorado 1,602.410 122.432 7.6%
Connacticut 1,286,753 74,574 5.8%
Delaware 288,200 18,646 6.5%
DC 239.359 0 0.0%
Flonda 6,065,548 630,043 10.4%
Gaorgia 2,950229 261.620 8.9%
Hawaii 411,411 19,996 4.9%
Idaho 481,148 0 0.0%
Minois 4,574,246 287,769 6.3%
Indiana 2,301,252 174,694 18%
Towa 1,148,540 24,158 7.3%
Kangas 1,044,615 113,605 10.9%
Kentucky 1,549,172 164.32¢ 10.7%
Louisiana 1,609,039 204,829 12.7%
Maine 497,043 ZERTY 5.8%%
Maryland 1,988,933 169,010 8.5%
Mamachusstts 2468124 194,536 7.9%
Michigan 3,710,812 0 0.0%
Minnesots 1,848,976 123,972 6. 7%
Mississippi 1,039,680 105,681 10.2%
Mizsousi 2,170,965 66.917 3.1%
Montana 356,967 51,465 14.4%
Nebraska 653,743 46,005 10.1%
Mevada 684,256 0 0.0%
Naw Harpshire 465,200 22,824 4.9%
New Jersey 3,044 560 233,802 7.7%
New Mexiou 668.708 105,012 15
New York 7,037,711 553,831 7.9%
North Carolina 2,948,596 280,021 9.5%
Nerth Dakota 256.636 35.987 14.0%
Ohio 4,520.694 287,402 6.4%
Oklahoma 1,3334,263 142,085 10.6%
Oregon 1,341,046 0 00%
Pennsylvania 4,661,883 257.976 5.5%
Rhede Island 387,422 33,092 85%
South Carolina 1,543,700 131,571 8.5%
South Dakot 281,747 17,661 6.3%
Tannessea 2,141,233 34,677 1.6%
Texas TAIEAIE 104,501 1.4%
Utah 678,741 0 0.0%
Vermont 240,122 0 0.8
Virginia 2,651,584 213.4%0 8.1%
(Washington 2,305,374 190,912 8.3%
[Weat Virginia 756,595 97,149 12.8%
Wisconsin 2,027,940 143.503 7.1%
Wyoming 192,930 20488 10.6%
Nationwide 104,782,000 6,368 000 6.1%
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Section 2: Change to baseline: effects from the new policy

Table 2.B

Estimated additional Lifeline-eligiblehouseholds using a nationwide 1.35 PL.C (Year 2004)

a(Table 1.C) b{Table 2.4} =2*b
Foracasted Additional households (%) thar Additional households that

State Householdsin 2004 would qualify witha 135 PLC  would guaify with e 1.35PLC'
Alabama 1,784,655 10.7% 181,842
Alasica 18%,279 5.9% 11,197
Arizona 2,100,528 10.3% 216,029
Arkansas 1,073,633 10.3% 110,648
California 13,512,478 04 0
Colorado 1,707,313 76% 130,447
Connecticut 1,323,751 5.8% 76.821
Delaware 328,809 6.5% 21273
DC 261,706 0% 0
Florida 6,173,667 10.4% 641,279
Georgia 3,151,149 3.9% 279.371
Hawaii 405,787 4.9% 19,713
Idaho 538,227 0.0% 0
Ilinois 4,309,640 6.3% 302,609
Indiana 2,391,601 7.8% 186,749
Iowa 1,183,942 7.3% 86,752
Kansas 1,097,042 109% 119,307
Kentucky 1,598,049 10.7% 171,577
Louisiana 1,521,772 127% 194,478
Maine 459,171 5.8% 26,675
Maryland 2,095,840 g.5% 178,094
Massachusetts 2,634,625 7 8% 207,828
Michigan 2,538,085 0.0% 0
Minnesota, 2,005,000 &. 7% 134,434
Mississippi 1,054,673 102% 107,215
Missouri 2,320,481 3 1% 71,526
Montana 359,545 14.4% 51.837
Nebraska 6791 71 10.1% 68.573
Nevada 706,092 0.0% 0
MNew Hurpshire 497,733 4.9% 24,420
MNew Jersey 2,370,004 T T 258,801
New Mesise 713,173 157% 111.995
New York 7.191,369 7.9% 565,965
North Camima 3081512 9.5% 392,614
INorth Dakota 265,131 14.0% 37,179
Chin 4,730,200 6.4% 300.722
Oklahoma 1,357,881 10 6% 144,600
Cregon 1,481,615 0 .0% 0
[Penncylvania 4,680,767 55% 258,688
[hods 1eland 256,397 3 5% 30,442
South Camlina 1,770,840 $.5% 150,931
South Dakota 273920 6.3% 17,171
Tunnesses 2,052,967 1.6% 33,248
Ts¥as 8,139 467 1.4% 114,380
Utah 685.599 0.0% 0
[Vermont 730,202 0.0 0
/11pinia 3,793,789 81% 224,939
W ashington 5,493,845 8 3% 206,538
[West Virginia 786,384 128% 100,973
[Wisconsin 1875267 71% 132,700
%/ yoming 207.522 16 6% 22,033
MNatonwids 110,099,003 6.1% 6,634,000

" Assurres that thers would ba no measurable impast froma state witha 1,33 PLC changingittos 1,35 PLC.
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Dependent variable: Lifeline take rate Specification T (Low Range) Spesification 1 (High Range
Amount that state’s PLC is abevs §.25° 0.582 1.70 0.682 1.9
California 1041 5.70 1815 5.63
Total support 0.017 1.63

Consgtant -0.022 -0.22 0138 5.49
|Sample sizs: 51 Ri= 0.33562 0.5312
Conclusion: Yes, for both spenifications, the cosffioient on "Amount that state's PLC is above 1.25" is positive

and statisticzllv significant.

Result

Q: Ifa state withouta PLC {or 2 stale with a PLC balow 1.35) added 2 1,35 PLC,
hes? much would the talke rate increase?

Increase In
Amount 1.35PLC portion that would
Low range 0.582 6.1 0.058
High range 0.582 0.1 0.068

A. The take rate would nse by 58 1©6.8percentage points.

Notes:

" The Lifeline taks rate iz the number of househalds that teke Lifelins divided by the number of acusshelds with
income at orbelow 1.5 times the poverty level  For mom iuformation On the regression, see Appendix 1.

4 Significanta! the 106 level in & two.taited Kst.

* For instance, if a State has & 1.3 poverty isvel criterion, then the variabls hae a valus of 25(=1.5 . 1.25).
IFa state bas ne poverty level criteria, or if the state's poverty level criteria iz ator below 1.25,thern the variable
has 3 value of £,

* Thie means that if a state raised its PLC from 1.2512 1.3, then, on average, the percentags of poor
households that take Lifeiine would rise by 6.8 pemantage points. Similarly, on average, a State adding
a .35 PLC where no ELC existed woutd inersasa its Lifeline take rate by 6.8 parcentage points
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Section 2.: Change to baseline: effects from the new policy
Table 2.D
Estimated additional Lifeline subscribership with a nationwide 1.35 PLC

a (CPSH data) b (Table 2.0) c=g*b
Households with incomes at or below Additional househiolds that Additional
1.5 times the poverty level in states would take Lifeline Lifeline takers
Low tange: 15,959,000 5.8% 928,000
High range: 15,959,000 6.8% 1,090,000

Q: Of the households that would become eligible t take Lifeline because of a 1.35 PLC. what percentage would do so only
because of the 1.35 PLC?

A (Colunin ¢, above) B (Table 2.A} C=A*B
Additional households that Additional households that Percentage of newly eligible
would have taken Lifeline would have become eligibie households that would
Low range: 928,000 6,368,000 14.6%
|__High range: 1,096,000 6,368,000 17.1%

A 14.6%te 17.1%of the households that would hecome eligible for Lifeline would subscribe,

Notes .

* The regression analysis presented in Table 2.C examined Lifeline ke mates among households with incomes at or below 1.5 titnes th
federal poverty guidelines. This value includes houscholds in states without a poverty level criterion for Lifeline,

* Assumes that states with a Lifeline criterion of 1.5 PLC do not change their criteria. Also assumes that states with 1.33 PLCs see no
measurable effect from implementing a 1.35PLC.

Source: Current Popufation Survey of Households (CPSH) March 2000 data.
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Section 2: Change to baseline: effects fran the new policy
Table 2.E
Estimated state-by-state additional Lifeline subscribers using a 1.35 PLC (Year 2000)

Low range High range
a(Tabla2 A) b (Table2.D) c=a*b d (Table 2.0) a=3%d
Additional HH Take rate among Additional LL Teke rate among  AdditendLL
that would qualify i HH that qualify takers due to HH that qualify takers due to
| State 1.35PLC were adde dus te 1.35PLC 135PLC due bz 1,35 PLC 13SELC
Alabama 187,280 14.6% 27,292 i 1% 32,086
Alaska 12,881 14.6% 1,877 171% 2.205
Atizona 183,960 14.6% 27100 17.1% 31.830
Arkansas 105,820 14.6% 15421 17.1% 18,113
Califarnia 0 14.6% 0 17 1% 0
Cotorado 122,412 14.6% 17.842 171% 20,957
Connestout 74,674 14.8% 10,6852 17 1% 12,782
Delaware 18,644 14.6% 2,717 17 1% 3192
DC 0 14.6% 0 17 1% 0
Flotida 530,048 14,695 Y1816 17.1% 107.844
Georgia 261,620 14.4% 18,124 17 1% 44,781
Hawaii 19.996 14.6% 2,914 17 1% 3423
Idaho 0 14.6% 0 17 1% 0
Hincis 287,799 14.6% 431841 17.1% 48,267
|indiana 179.699 14.6% 26,187 17.1% 30,758
lowa 84,158 14.6% 12264 17.1% 14,405
Hansas 113,605 14.4% 16,555 17.1% 19,446
Rentusky 166,329 14.6% 24239 17.1% 28,170
Loutsiana 201,829 14.6% 29.849 17.1% 35,060
Maine 28,575 14.6% 4,908 17.1% 4,943
Maryland 169,010 14.6% 24,630 17 1% 28,929
Massashusets 194,526 14 6% 18,349 17.1% 33,198
Michigan 0 14.6% 0 17.1¢ 0
Minnezota 123.972 14.6% 18,066 17 1% 21,220
Mississppi 105,691 14.6% 15,402 17.1% 18,091
Miszour 46,917 14.6% 9,752 17 1% 11,454
Montana 51,445 14.6% 7500 17.1% 8,809
Nabraska 66.035 14.6% 9,619 17.1% 11,298
Nevada 0 14.6% 0 17,14 0
New Hampshire 22,824 14.6% 3,326 17.1% 3907
New Jergey 233,809 14.6% 34,073 17 1% 40,021
New Mexico 105,012 14.6% 15,303 17.1% 17,875
New York 553,831 14.6% 20,700 17.1% 94,795
MNorth Carolina 280,021 14.6% 40,807 17.1% 47931
Worth Drakota 35,987 14 6% 5,244 17.1% 4,160
Chio 287.402 14 6% 41,883 17.1% 49,194
Oldahorma, 142,085 14.6% 20,706 1M1% 24.321
Oragon 0 14.6% 0 17.1% 0
Panngylvania 257,976 14.6% 17504 17.1% 44,151
Rhode Island 33,082 14.6% 4,822 17 1% 5,664
Zouth Carclina 131,571 14.6% 19.174 17.1% 22,521
3outh Dakol 17,61 14.6% 2,574 17.1% 3623
Tennessee 14,877 14.6% 5053 17 1% 5438
Texas 104,501 14.8% 15228 17.1% 17.887
tak 0 14.6% 0 17 1% 0
Verrmont 0 14.6% 0 17 1% 0
Virginiz 213,490 14 6% 31,112 17.1% 3€,542
Washington 190,812 14.6% 27821 17 1% 32,678
West Virginia 47,144 14.6% 14,157 17 1% 16.626
Wiseonsin 143,503 14.6% 20913 171% 24,563
Wyorning 20,488 14.6% 2,586 17 1% 3,507
Natichwide £,268 000 14.6% 923,000 17 1% 1,080,000
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Section 2: Change to baseline: effects from the new policy

Table 2.F
Estimated state-by-state additional Lifeline subscribersusi: 1 1.35 PLC (Year 2004)
Low range High range
3 (Table2 A) b (Table 217} c=a*b d (Tablez2.Iny e=a*d
Additional Hi Take rateamong Additienal LL Taks rate among  Additional LL
that would qualify HH that qualify takers due to HH that qualify rakers due to
| Srate L3ZELC wer add L33FLC 133PLC
Alabama 161,602 14.6% 27,935 17.1% 32,812
Alaska 11.197 14.6% 1.632 17.1% 1917
Arizona 216,029 14.8% 31,482 17.1% 36,977
Arkansas 110,646 14.68% 16,124 17 1% 18,939
Califomia 0 14.8% 0 171% 0
Colorado 130,447 14.6% 19,010 17.1% 2328
Connecticut 76,82] 14.6% 11,195 17.1% 13,149
Dielaware 21.273 14.6% 3.100 17.1% 3,641
oC 0 14.6% 0 17.1% 0
Florida 641.279 14.6% 93,453 17.1% 108,767
Gaorgia 279,371 14.6% 40,712 17.1% 47.819
Hawaii 19,713 14.6% 2.873 171% 3,374
Tdaho 0 14.6% 0 17.1% 0
INincis 02 E09 14.6% 44,099 17.1% 51,797
Indiana 138,749 14.6% 27,215 17.1% 31,966
lowa 86,752 14.6% 12,642 17 1% 14,849
ansas 119.307 14.6% 17,386 17.1% 20,422
Kentueky 171577 14.6% 25.001 17.1% 29,368
Leouisiana 194,478 14.6% 28,341 17.1% 313,788
Maine 2EETS 14.6% 3,887 17.1% 4,566
Marvland 178,094 14.6% 25953 17.1% 30,484
Mazsachusatiz 207,828 14.8% 30,287 17.1% 35,574
Michigan 0 14.6% 0 17 1% 0
Minnasota 134 434 14.6% 19,591 17.1% 23,011
Mississippi 107,215 14.6% 1S.624 17.1% 18,352
Missour 71,526 14.6% 10,423 17,18 12,243
Montana 51,837 14.6% 7554 17 1% 8,873
Nebraska 68,573 14.6% Y993 17 1% 11,727
Navada 0 14.6% 0 17.1% 0
New Hampshire 24,420 14.6% 3,559 17.1% 4,180
MNew Jersey 258,801 14.6% 37.715 17 1% 44,299
New Mexico 111,995 14.6% 16,321 17.1% 19,170
New York 565,965 14.6% 32477 17 1% 96,875
North Carolina 592,614 14.6% 42,647 171% 50.091
North Dakota 37,179 14,80 418 17.1% 6,364
Ohio 300,722 14.6% 43,824 17.1% 51,414
Cllahoma 144 £00 14.6% 21,072 17.1% 24,751
Cregon 0 14.6% 0 17.4% 0
Pennsylvania 258,688 14.6% 17668 17 1% 44,279
Rhoda Island 30.442 14.6% 4,436 17.1% 5,211
South Caroling 150,91 14, 6% 21.995 17.1% 25,835
South Dakota 17,171 14.6% 2.502 171% 2,83%
Tennecsas 33,248 14.6% 4.845 171% 5,691
Taxas 114,380 14.6% 16,668 17 1% 19,578
Utah 0 14.6% 0 17.1% 0
Vermont 0 14.6% 0 17 1% 0
Virginia 224,620 14.6% 32,780 17 1% 38,502
Washington 20532 14.6% 30,098 17 1% 35,353
West Virginia 103,973 14.6% 14,715 171% 17,282
Wicconsin 132,700 14.6% 19,338 17.1% 22,714
Wyoming 22,038 14.£% 3212 17 1% 3,772
Naticnwide 5,634,600 14.6% 967,000 17.1% 1.136,000
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Section 2: Change to baseline: effects from the new policy
Table 2.G
Logit regression results: Would a 1.35Poverty Level Criterion
for Lifeline increase telephone penetration?

Logistic regression analysis’

Denendent side variable: Does the household have telephone senice?

Coefficient Wald Statistically
Independent side variables value P-Value significant
State has 1.330or 1.5 poverty level criterion for Lifeline’ 0.189 452 0.03 Yes
Income (000s) 0.032 30.85 0.00 Yes
Household is a mobile home -0.753 41.27 0.00 Yes
Household is owned, not rented 0.728 81.44 0.00 Yes
Percentage of householders who have lived there one year 0.521 45.93 0.00 Yes
Someone in the household is on food stamps -0.326 20.33 0.00 Yes
constant 1.091 160.89 0.00 Yes

Conclusion: Yes, the coefficient on “Statehas 1.350r 1.5 poverty level criterion for Lifeline” is statistically significant.

! For more information on the logistic regression, see Appendix 2.
% This study assumes that the effects of a 1.33and a 1.35 Poverty Level Criterionwould not be statistically different.
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Section 2: Change to baseline: effectsfrom the new policy
Table2.H
Using thelogit regression results: Calculating the number of households that
would have taken telephone service with a nationwide 1.35 PLC in 2000

a(Table 2.G) b{(CPSH) c=a*b d{CPSH) e=a*d
Means for Means
honssheids (Same as column b Partial effect
with mcome éxcept assumes if all states
Coefficient lessthan 135 Partial all states adopt implernent 1.35

Variable value pscarin Ll effect LaspLch PLC For Lifeline
State haz 1.25 ot 1.5 eriteria for LL 0.189 0.191 0.036 1.OW 0.189
Income {dollar vatues in 00Cs) 0.032 9.873 0316 9872 0316
Lives In a mobile hone -073 0.083 -0.063 0.083 -0063
Owns home 0.728 0424 0.308 0.424 0300
Percent HH lived thers one year 0.521 ¢.801 0.41d 0802 0418
On food stamps 0.326 0.252 -0.082 0.252 -0.082
(Constant 1.091 1.000 1.091 1.000 1.091

= Sumn of partial effacts 2.023 2178
Fenetration among HH with incomes below 1.3 PLC =1/1+¢7): 88.3% 89.8%
Increase in penetration ameng HH ator below 1,5 times the poverty line =(89.8% - 88.3%): 1.5% A
Year 2000:Households below 1.35times the poverty level. 16,621,000 B (CPSH)
Year 2000: Houssholds that would hive taken phone servics due to Lifeline change: 247000 C=AR
[Fear 2004: Households below 1.35 times the poverty level 17433,000 T (CPSH)
'Year 2004: Hougeholds that would have taken phone service due to Lifeline change: 259.000 E=A*D
Notes:

* Assumes that state with 1 5 ELC cntenia keep it
?Forecasted using CPSH data
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Section 2: Change to baseline: effects from the new policy
Section 2: Estimate changes from new policy
Table 2.1
Breakdown of Lifeline subscribers with a nationwide 1.35 PLC (‘Year 2000)

a (Table 2.E) b (Table 2.H) c=a-b
Households that Households with
would signup for Households new to telephone service that
Lifeline service telephone service would sign up for
dueto 135PLC dueto 1.35PLC Lifeline dueto 1.35PLC
Low range: 928,000 217,000 681,000
High range: 1,090,000 247,000 843,000

Section 2: Change to baseline: effects from the new policy
Table 2.
Breakdown of Lifeline subscribers with a nationwide 1.35 PLC (Year 2004)

a (Table 2.F) b (Table2.H) c=3-b
Households that Households with
would sign up for Households new to telephone service that
Lifeline service telephone service would spoup for
due fo 1,35PI C dueto 1.35PLC Lifeline dueto 1.35PLC
Low range: 967,000 259,000 708,000
High range: 1,136,000 259,000 877,000
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Section 2: Change to baseline: effects fran the new policy

Table 2K
Estimated Lifeline expenditures [Year2004}
Low range High range
a{Table1.D) | b(Table2.F) c=a%b d (TableZ F) erad
Annual federa, Forecasted Forecasted Forecasted Forecasted
SUPPOTE per dditional HH  increased federa | 1dditional EH  increased federal
[State Lifeline subscrit | iking Lifeline Lifeline sxpendity | uking Lifeline Lifsline expenditur
Alabarm $120.00 27935 333514 32.812 $3,937,283
A laska 312000 1,632 $195.796 1,417 $229.975
A rizona 390.67 31,482 §3,137619 36,977 $3,685,349
A rkansas 399.M 16,124 31,596,298 18,939 $1,874,063
Califonia $100.02 0 Po 0 $0
Colorada $120.00 19,010 $2,281.175 22328 $2,679,397
Connecticut ta6.2¢ 11,195 §1,077 €87 13,149 3i 265818
[Delaware $92.0d 3,100 $303,927 3.641 $356,995
$37.34 0 30 0 10
$12000 93,453 311,214,323 109,767 $13,171,5%
$12000 40,712 34,225 492 47,819 $5,738,347
$99.00 2,873 3284407 3174 $334,056
$118.92 0 0 0 0
$2% 01 44,099 $3,525,071 51,797 96,610,273
989.39 27,215 32,432,783 3,054 $2,857,472
$8348 12.642 $1,055,378 14,849 §1,239,614
$105&7 17.386 $1,840.731 20,422 $2,162,124
11829 23,004 32,957,764 25368 $3,474,098
$99 00 28,341 52805772 33,288 $3,295,572
$11919 3,337 9463.332 4.565 8544322
$10933 25.953 2837507 30,484 $3.332,847
$1152.04 30,287 $3,605,319 35574 $4,224,606
$98 54 0 Po 0 $0
$34 44 19,591 F1.634 337 23,011 31,942,127
$12000 15,624 $1.874,500 18,352 $2,202, 500
fa4 97 10,423 3885,652 12,242 1,048,266
312600 7554 06,495 8873 11,064,741
$11215 9,993 $1,130,725 11,737 $1,328,119
$94.49 0 20 0 $0
$93.08 3.559 $349,034 4150 $409,965
$95.45 37,715 £3.599.991 44,299 94,228,437
$12000 16,321 $1,952 495 19,170 $2,300,387
$11799 82477 $9,731,711 5,875 $11,430566
$116.61 40,647 R4.973.195 50,091 35841361
$12000 5418 850,165 6,364 $763,663
Ohic $87.59 43,824 13,856,130 51,474 96,529,290
Oklahoma $93.36 L0072 $1,967,348 24,751 $2310,786
Cregon $120.03 0 $0¢ 0 $0
Pennsylvania $165.32 27,498 $4.083 407 44.219 $4,706,243
[Rhode Istand $11904 4.436 528,085 5,211 5620,272
South Carolina $11972 21,595 $2,633,247 25,835 $3,092,930
South Dakota $98.47 2,502 $246,405 2,939 $280.420
Tennseses $118.70 4,845 3535108 5,691 $675501
Texas $106.81 16,668 $1,730407 19,573 32,691,211
[[Jtak $119.22 0 0 0 $0
[Vermeont #1920 0 Po 0 £0
[Vitginia $112 22 32,780 $2,711 48] 38,502 4,359,267
[Washington 211540 20,008 $3,473,127 35,353 $4,079,662
[Weet Virginia $111 00 14 715 $1,63830 17,283 $1,918,507
W isconsin $92 é¢ 14,332 $1,792.256 22,714 $2,105,128
Wyoming $12001 3,212 $385,403 Ry, 1452,633
Nanchwids Not applicebls G870 $105 00, 200 1,134,060 $123.000.000

29



Federal Communications Commission FCC03J-2

Section 3: New policy: new levels resulting froma 1.35 PLC (as of July 1, 2004:
Table 3.A
Forecasted new L.ifeline subscribers (Year 2004)

Low range Highrangs
a{Tabls 1.C) b{Tabie 1.C) C(Table2.Q dmbe e (Table 2.Q f=bte
Forecasted baselit Additional LL. New toral Additional LL New total
Foracaaed houssholds takin takers due to households rakers due to households
State Lifeline taking Lifeline L3spLe taking Lifeline
Alabama 1,784,633 15,732 27,935 83,667 13812 58,544
Alaska 189279 21,505 1632 23.137 LE17 23422
Arizota 2,190,528 79,320 31,482 110,801 35.977 116,297
ATkansas 1,073,433 10,351 16,124 26,475 18,939 28,290
California 13,512,478 3,434,087 0 3,434,082 0 3,434,082
Colorades 1,707,313 3759 19,010 49,759 22,328 53,087
Connecticizt 1,323,751 58,972 11,195 70.167 13,149 T2 121
Delaware 325,809 2,285 3,100 5,385 3,541 5.896
DC 261,706 14,325 0 {4,325 0 14,328
Florida 6,173,667 143,921 93.483 237,374 109,767 253,688
Georgia 3,151,149 70.764 40.712 111,476 47,819 118,583
Hawaii 408,787 14,012 2873 16,585 3,374 17,387
Idaho 538,227 25,302 0 25,392 0 29,392
Ninois 4 R0%,440 89,625 44,099 133,724 51,797 14 1412
Indiana 2,391,601 41.190 27.215 4B,405 31,966 73,156
lowa 1,383,942 121 12,642 30.743 14,849 32,950
Kansas 1,097,042 14,151 17.356 31,537 20,422 34,572
Keantucky 1,598,049 61,789 25,004 86,793 29,365 91,157
Louisiana 1,327,772 20,654 28,341 48,995 33,288 53,943
Maine, 439171 81,837 3,887 85,724 4,566 86.403
Maryland 2,095,840 4,138 15,953 0,093 30,484 34.623
|Massachuiseits 2,634,625 170,664 30,287 200,530 35,574 206,238
Michigan 3,588,565 116,583 1] f16,5%5 ] 1]16.39%
Minnesota 2,005,000 49,703 19,591 69294 2301 | 72,714
Mdississippi 1,054,673 22,746 15,624 18,370 18,352 41.097
Missouri 2,320,481 34,589 10,423 44,982 12.243 45,302
Montana 359,545 15.878 7554 23,432 5873 24,751
abraska 679.171 15,563 9,941 25.558 11737 27,302
Nevada 706,092 37,854 8 37,854 0 37,854
sw Hampshire 487 733 7,526 3,559 | 1,OBS 4,180 11,706
New jeraey 3,370,004 49,334 37,715 §7,04% 44,299 93,632
Mexico 713,173 45,085 16,321 65,376 19,170 68,225
ew Yok RN 508,704 82,477 589,183 95,875 603.581
orth Carolira 3,081,512 161,453 42,647 144,600 50,091 152,045
orth Daltota 265.131 19.574 5.418 24,992 6,364 25,938
hio 4,730,200 284,644 43,824 330,448 51,474 338,118
klahoma 1,337,381 118,442 21,072 139,814 24,751 143,193
TEEON 1,451,615 38,427 0 38,927 0 38.427
arinsylvaniz 4,680,767 64,591 37,698 132,689 44,279 139,270
Rhode Istand 356.397 44,058 4,438 48,494 5211 49,269
outh Carolina 1,770,340 23,482 21,985 45477 25.835 49,317
suth Dakota 273,920 26,683 2,502 29,195 2,938 29.632
annessee 2,052,967 47,904 4,545 52,751 5,691 53,597
6Xas £,139,467 451,842 16,668 468311 19,578 71,220
tah 685,599 19,762 0 19,762 0 19.762
armont 230,202 20,212 0 28212 0 29,212
irginia 2,793,789 21.333 32,780 54.113 38,502 £0.834
ashington 2,493,248 26,983 30,048 117,081 35,353 122,336
ast Virginia 786,384 5,010 14,715 19,725 17,283 22,294
izconain 1,875,267 65,376 1P.335 84.714 22714 BR.090)
Jyoming 207,522 3212 3,212 5,434 3772 5,985
ationwids 110,064, 080 4,827,000 $67.G00 7,764,000 1,136,000 7,363,000
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Section 3: New policy: new levels resutting from a 1.35 PLC (as of July 1, 2004)
Table 3.B
Forecasted new Lifeline expenditures (Year 2004)

Low range High range
a (Table 1.D) b {Table 2.5 o=a*b d(Table 2K) =™
Annual federal Additional federal Tetal federal Additicnal federal Total faderal
Lifeline experditures ifaline expenditures  Lifeline expendirare Lifeline expenditures Lifsline expenditures

Alabama £.087,83¢ $3,352,194 $6,440,020 33,237,382 $7.02521¢9
Alaska $2,580,554 5195796 $2,7763% £28.975 $L810,520
Arizona £7,905,402 $3,137.619 £11,043,020 $3,68534% £11,590.751
Arlcansas 11,024,729 $1,5%6,208 $2,621,027 $1,814963 $2899,661
California £243.490,485 $0 $342,490,425 S0 $343,490,485
Colorads 0,691,050 $2,281,178 £5,972,225 62679,391 $6,319448
Comnecticut $5,676,32% $1,1177681 $6,734576 $1,265,818 $6,942,101
Dielawars $221,051 303,937 3524988 $2564,905 $578,045
De $1,258,269 %0 £1,258269 $0 $1,258269
Florida $17,270,546 $t1,214.323 $28,484,870 $13,111,994 $30,442,542
Georgia $8,491,633 $4,885 450 S13,377,175 $5738347 $£14,230,030
Hawaii $1,387.216 3284407 FL,ET1622 $324,056 £1,721,274
[dahe $3,495,190 0 32,4951%0 $0 $32,495190
[llinois $7,911,186 $3,925,076 $11,2(2,262 $4.610273 $12,587,45¢0
Indiana $3,682,113 52,432,783 36,1 14858 2857472 $6,539,587
lowa $E,511,040 $1,0553® $2,500.424 $1,239,614 $7,750,660
Kansas $1,498.204 $1,840,78L F3,338985 $2162124 $3,660,328
Keotucky $7,309319 £2,957,764 F10,266,633 $3,474098 $10,783,317
Louisiana $2,044,782 £2.808,172 $4.850,558 $3,295572 65340,355
Maine $9,754,343 1463,338 $10.217,421 $544212 510,268 566
Maryland $482,55 2,837,507 $3,280,05 $3,332,841 $3,185,400
Massachuzetts $20,3185,902 $3,605,31% s3ez12 $4.234696 $24,550,598
Michigan $11,489,535 m $il1,489.538 $0 $1 1,489,535
Minnssota $4,197,110 1,654,332 $3851,447 $1,943,127 $6,140,237
Mississippi $2,729,464 $1,874,501 4,800, 363 £2,202,200 $4931,664
Missouri 12,436,422 $885,658 $2.822.0%) $1,040,266 53,974,683
Montana $1,905,290 560,465 $2611,8385 $1,064,741 $2,970,1 33
Mebraska $1,761,179 11,130,129 3les 908 1228119 $3,089,298
Mevada $3,176,901 $0 52,478,541 $0 $3,574901
Mew Harmpehire $738,167 $345.034 1,087,201 $404.965 $1,145122
New Jersey $4,709,062 13,599,991 38209033 $4,224437 $8,931,499
Now Mexico $5,886,597 $1,955,493 £ 843,002 $2,300,387 $2,186,984
New York £5%.787,604 30738, T 369,519,218 $11,430,566 $71,21810
North Caroling $11.889,163 $4,973,195 $16,822.338 $1841,361 $17,730,524
North Dakota £2,34R 946 36500155 2000111 $763,663 £3112610
Chic $25,222329 $3,856,130 $20,072.458 £4,529.250 £29,751,61%
Oklashema $LE,037,84% $1,967,348 $13,025.154 $2.210,786 $13368632
Oregon $4,611,270 $0 $4d,011,2 70 $0 $4611,270
Pennrylvania $10,280,288 $4,083,407 14,372,698 $4,794243 $15,085 53t
Rhode Lsland $5,244,438 $528,083 $5772.772 $o20272 $5,864,960
South Carolina $1811,320 $2,633,241 $5,444.5587 £3,002 930 $5,904,250
South Daketa £2,628,559 3246405 $2.274 564 §28%9,420 £2,917,878
Tennessas $£5,686,235 3575185 54,261,340 $875,501 $6.341,72¢6
Texas 548,241,143 £],780,407 £50.021,570 $2,091,21 1 $50,332,314
Utahy $2,35¢,040 0 32,356,049 $0 $2,256,04¢9
Verment 12,481,986 30 $3,481,980 30 $3,481,989
Virginia £2,415,4(8 £2.711,46) $6,126,879 $4319,367 $6,774,783
Washington $10,037,7127 £3.473,227 $13,511,054 $4,075,662 $i4 11Ty
Wast Vieginia $5%,112 $1,633,371 §2,19%,542 $1,918,507 £2,474678
Wisconsin $6.055,047 $1.792.236 $1.851,302 12101128 $2164,175
Wyoming $2635,3505 1385403 $630.909 $452.4283 $718,1¢8
Natienwide $705,060000 $10%,000,000 £814,000,000 $123,000,000 $832,000,000
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Section 4: Replacing current criteria with an income-based criterion (Year 2G04}
Table 4A
Estimated households taking Lifeline if }.35 PLC were the only criterion

Low range High range
af{Table 3B} b (CPSH daw) c=a*b 1(CP5H data) e=a.chc =d*e gEa-cH
Expected  Parceniage of Household Additional Totsl Additional Tota

househoids  houssholds that  that could | wuseholdethar  Lifeline | ouzabolds that Lifeline

Alabarna 25.732 41.2% 10,59% 27,935 43,069 32812 47.84¢
Alazka 21,505 T7.0% 16,558 1,632 6,579 1917 6,864
Arizona 79,320 59.8% 47,461 31,432 63,336 36977 £3,83;
Ariransas 10,351 40.0% 4.14¢ 16,124 22,335 18.939 25,150
California 3,434,082 0.0% { 0 343408 0 3,434,082
Colorado 30,759 49.6% 15,241 19,010 34527 22.328 37 ,84¢
Connecticut 58.972 59.7% 35,195 11,193 34969 13,149 26,923
Delaware 2,255 58.3% 1.31¢ 3,100 4,039 3,641 4,580
District of Colurrbia 14.355 Q.0% ¢ 0 14,325 0 14,328
Florida 143,921 51.7% 74,425 93,453 162,949 109,767 179263
Georgia 70,764 49.8% 35.268 40,712 76,209 47819 83,31¢
Hawali 14,012 53.1% 7442 5,873 9,443 3374 9.944
Idaho 29,392 21.7% 6,37¢ 0 23015 0 23,015
Tlincis 89,625 47.1% 42,191 44,000 03,533 51,797 95,231
Indiana 41,190 63.1% 26,118 27215 42,287 31,966 47,038
lowa 18,101 47.4% 8,595 12,642 22,158 4,849 24,365
Kansas 14,151 46.2% 8,540 17.386 24.997 20422 28.031
Kentucky 61,789 37.4% 23,087 25,001 63,706 20,388 62,071
Louisiana 20.654 47.8% “875 22.34] 19,120 33,2388 44 DES
Maine 81,837 48.2% 3Y.421 3.887 46,302 4,566 46,981
Maryland 4,139 36.5% 1,512 25,953 28,381 30484 33,111
Masrachusatts 170,654 54.2% V2,572 30,287 108373 35574 113,660
Michigan 116,593 0.0% 0 0 116.595 0 116,595
Minhesota 49,703 54.3% 26.985 19,591 12,309 23,01 45,729
Mississippi 22,746 36.7% 8,354 15,624 30,016 18,352 32,744
Missouri 34,559 24.08% 8,281 10423 36,702 12,243 38,522
MMontani 15,878 52.0% 8,158 7,554 15174 8,873 16,493
Nebraska 15,565 50.5% 7,850 9,993 17,687 11.731 19.442
MNevada 37,854 00% 0 0 37.854 0 37,854
New Harmpshita 7,526 60.4% 4,546 3,559 5,339 4.180 7.161
New Jerzey 49,334 56.5% 27,895 37.715 59,153 44299 65,737
New Merica 49,055 51.4% 21,219 16.321 10.157 19,170 43,006
New Pork 506,706 43.9% 232,595 81,477 356,538 98,875 370386
North Carclica 101,953 42.4% 43.277 42,647 101,323 50,091 108,768
North Dekota 19,574 53.2% 10,418 5418 14,575 6,364 15.521
Chio 286,644 45.3% 129.953 43,824 200,515 51,474 200,166
Cldaboma 118.442 49.0% 58,075 21,072 81.439 24,751 85,117
Oregon 38,427 36.7% 14.091 0 24.334 0 24,334
FPenntsylvania 04 961 19.9% 18,523 37,698 113,768 44270 120,347
Rhode Island 44,058 47.0% 20,726 4,436 27,769 5,211 28,543
South Carolina 23,482 47 1% 11,069 21,995 34,408 25,835 1,248
South Drakota 26,693 55,4% 14,775 2,502 11,420 2939 14.857
Tenhsssee 47,504 6 5% 16,932 4,545 33,810 5.691 34.664
Texas 451,642 29.0% 131.121 16,568 337.190 19,572 340,099
Utah 19,762 44.2% 8,738 0 11,026 0 11.026
Vermont 28,212 0.0% 0 0 0212 0 29.212
Virginia 21,333 56.4% 12,028 32,780 42,086 38.502 47508
Washington 86,983 61.6% 53.577 30,008 £3,504 35,353 63,758
West Virginia 5,010 19.2% 1,965 14,715 17,760 17.283 20.328
Wisconsin 65,376 54.2% 35403 19338 49311 22,714 52,687
Wyoming 2,242 51.4% 1,138 3212 4,286 3,772 4,846
Mationwide 6,327.000 18.8%5 1,438,000 967,000 ,355,00C 1,136,000 £.524.000

"1t ie assurnad that states with 2 1.5 FLS (rrarled by asterisk) keep it.
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Technical Appendix 1

Background information for Table 2.C (Would Lifeline take rates increase
due to a nationwide implementation of a 1.35 PLC?)

Below are the two regression results that are used to determine the effect that a
nationwide implementation of a 1.35 poverty level criterion would have on
Lifeline subscribership.

Regression 1 — Lifeline specification 1.
The regression model calculated from the data is

%HHBelowOnePtFiveTakingLifeline =
-0.02 + 0.58 X IncElgAbv125 + 1.04 x California+0.0167 x TotSup.

Explanation of variablesfor Lifeline regressionspecification 1.

The dependent variable is the number of households taking Lifeline divided by the
number of households that are at or below 1.5times the poverty level’
(%HHBelowOnePtFiveTakingLifeline). For example, Texas had 263,934 Lifeline
subscribers in 2000, and 1,575,172 households at or below 1.5 times the poverty
line. The dependent variable data point for Texas therefore equals 0.15
(=263,934/1,348,089).

The first Independent Variable is IncEligAbv125. For each state, IncEligAbvi25
equals that state's income eligibility level (if it has one) minus 1.25. So, for
California, which has an income eligibility criterion of 1.5 times the poverty level,
IncEligAbv125 equals 0.25 (= 1.5 — 1.25). For states with an income eligibility
criterion at or below 1.25times the poverty level, or for states without an income
criterion, IncEligAbv125 equals 0. So, for Texas, which has an income eligibility
criterion of 1.25times the poverty level, IncEligAbv125 equals 0. The coefficient
on this variable allows us to predict the number of households that would take
Lifeline if a 1.35PLC were adopted.

' The federal government establishes the poverty level threshold, which is based on the number of people living in the
household, and whether the household is in the mainland United States, Alaska, or Hawaii. The Current Population
Survey of Households (CPSH) data conveniently list the poverty level for each family in the family record portion of
the data.

33



Federal Communications Commission FCC03J-2

So for Texas, and other states with a 1.25PLC (and for states without an income-
based criterion), the new policy would increase the independent variable from 0.25
to 0.35, or by 0.1, and the dependent variable would increase 5.8 percentage points.
The percentage point increase in percentage of households at or below 1.5times
the poverty level that take Lifeline because of a 1.35 PLC were implemented
would be 5.8%.

—0.58 * 0.1 =0.058 or 5.8%. 2

The second Independent Variable is “California”. In statistical terms, this is called
a “dummy” variable, and equals 1 if the state is California, and is 0 otherwise. A
dummy variable is often used in regression analysis to quantify specific effects.
California is the only state using self-certificationwith an income-based criterion,
and it appears to have more households taking Lifeline than the CPSH data would
indicate are eligible for it. Therefore, singling out Californiawith a dummy
variable to measure a California-specific effect is warranted.

The variable “TotSup” is the amount of monthly telephone service support that
Lifeline subscribers in each state receive (TotSup). The amount of total support
that households receive varies with the local telephone carrier. For each state,
TotSup is the amount of support from the largest carrier in that state. For example,
in Texas, Lifeline subscribers in Southwestern Bell territories pay $11.35 per
month less for telephone service than regular telephone subscribers. Therefore, the
TotSup datapoint for Texas is $1 1.35. The more support that eligible households
can receive, the more incentive they have to take Lifeline.

% The coefficient 0.58 is used to calculate the number of additional households that would take Lifeline with a 1.35
PLC. Itis multiplied by the number of households at or below 1.5 times the poverty level (i.e., from 0.0 to |.5 times
the poverty level). Even though those households between 1.35and 1.5 times the poverty level would not actually
qualify for Lifeline. the model coefficient is estimated in such a way that a correct prediction is made.
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Regression 2 — Lifeline specification 2.

%HHBelowOnePtFiveTakingl ifeline =
0.14 + 0.68 x IncElgAbv125 + 1.04 x California

When comparing the two specifications, this one suggeststhat more households
would take Lifeline because the coefficient 0.68 is greater than the 0.58 coefficient
in Regression 1. So for Texas, and other states with a 1.25 PLC, and for states
without an income criterion, the percentage point increase in the percentage of
households at or below 1.5 times the poverty level that would take Lifeline because
ofa 1.35PLC is 6.8%.

=0.68*x 0.1 =0.068 or 6.8%.

Additional information about Lifeline regression specifications 1 and 2:

Data sources

The data are from the Current Population Survey of Households (CPSH) (March
2000 data), the Universal Service Monitoring Report (Oct. 2002) and
www.lifelinesupport.org. The CPSH data are used to determine the number of
households at or below 1.5 times the poverty level in each state. The Universal
Service Monitoring Report was used to determine the number of households on
Lifeline and the total support (humber of dollars) that Lifeline subscribers received
in each state. The website www.lifelinesupport.org was used to determine which
states had income criteria for Lifeline, and the multiple of the Federal Poverty
Guidelinesthat was required to be eligible for Lifeline in those states.

Data are aggregated to the state level.

CPSH has data for thousands of households, including whether the household has
telephone service or not. If it were possible to do so, it would be best to conduct
the analysis at the household level to maximize the number of observations and to
account for several demographic factors. Unfortunately, CPSH data do not report
whether the household is receiving the Lifeline subsidy. Therefore, individual data
observations could not directly be used for the estimation. These regressions
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therefore use data that have been aggregated to the state level. This means there is
a single data point constructed for each state. The number of Lifeline subscribers
for each state is available from the Universal Service Monitoring Report, however,
so the CPSH data are aggregated to the state level. The number of households that
are at or below 1.5times the poverty level in a particular state is determined by
summing the statistical weight of each household at or below 1.5 times the poverty
level (the statistical weight for each household is determined by the Bureau of
Labor Statistics), and dividing by 100. (The statistical weights add up to 100times
the number of households in the state, so dividing by 100is a necessary step.)

Additional information on regression specification

The dependent variable: %HHBelowOnePtFiveTakingLifeline.

As mentioned above, the dependent variable is the number of households taking
Lifeline divided by the number of households that are at or below 1.5 times the
poverty level. The dependent variable should be a measure of participation rate,
and this requires a measure of takers and a measure of eligibility. An ideal
measure would have been the number of households taking Lifeline divided by the
total number of households that are eligible. Obtaining a measure of number of
eligible households in each state is not possible, as will be explained below, so a
surrogate measure “number of households that are at or below 1.5 times the
poverty level” is used in itsplace. As long as the resulting surrogate participation
rate is consistent across states, and used properly, the resulting analysis is correct.

The surrogate is necessary because of a measurement problem. There are several
states where it is difficult to measure the number of households that are eligible for
Lifeline. This happens most often when states use state-specificprograms as
eligibility criteria. Because the CPSH survey does not ask about every possible
welfare program, the CPSH data cannot always be used to determine if a
household is eligible for Lifeline or not.
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Therefore, an alternative dependent variable was needed. The number of
households below 1.5times the poverty level is a reasonable proximate measure of
support need. So, instead of dividing the number of households taking Lifeline by
the number of households eligible for Lifeline, the dependent variable in this
analysis is the number of households taking Lifeline divided by the number of
households that are at or below 1.5 times the poverty level. The 1.5times the
poverty level threshold was chosen because it was the highest poverty level
criterion used by any state, and it was used by several states.

Theprincipal independent variable: IncEligAbv125

As mentioned above, IncEligAbv125 equals that state’s income eligibility level (if
it has one) minus 1.25. If the state has no income eligibility criterion, or if it has
one that is less than 1.25times the poverty level, then the datapoint equals zero for
that state.

The main objective of the regression analysis is to quantify the number of
additional households that will subscribe to Lifeline with the implementation of an
income-based eligibility criterion. Generally, states using higher multiples of the
poverty level as an eligibility criterion have higher Lifeline participation rates than
states using lower multiples of the poverty level criteria (or states using no income
based criterion at all). The coefficient on IncEligAbv125 isused to predict the
number of households that would take Lifeline due to a 1.35PLC.

Preliminary modeling indicated that a nationwide implementation of an income
criterion set at or below 1.25 times the poverty level would not increase the
number of households taking Lifeline by a statistically significantamount.
Because some states use lower multiples of the poverty level to determine Lifeline
eligibility, one would expect that using a higher multiple of the poverty level
would increase the number of households eligible for Lifeline in those states.
However, basing this independent variable on lower multiples of the poverty level
did not produce statistically significant results.
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Discussion

Discussion of independentvariables:

“California” is significant in both regressions (indeed, it was significant for all
regression specifications in which it is included).

“TotSup” is positive, but is not significant. It is nearly significant, however.
Further, there is strong economic reason to include it, because it measures a
household’s incentive to take Lifeline, so it should not be eliminated from the
model without good reason.

“IncEligAbv125” is significant in both regressions, but the size of the coefficient
varies, and it isjust barely significant (at the 10% level) when TotSup is included.
Other specifications of the model were run that included whether each state had a
particular program as an eligibility criteria. Throughout most of the trial
specifications, the coefficient of IncEligAbv 125 ranged between the two values
presented in this report and remained significant. Therefore, the analyses
presented in this report are very robust.

Low-income Home Energy Assistance Program (LIHEAP)

Other trial variables are tested in the regression analysis, but for the reasons listed
below, these trials are not adopted. However, when the regression included
whether the state had energy assistance as a method for qualifying for Lifeline, the
coefficient on IncEligAbv125 dropped 40% and was not even close to being
Significant. Thistrial regression model is contrary to sound economics for two
reasons.

First, if the results were accurate, it would indicate that there would be no
significant additional Lifeline subscribership with the implementation of a 1.35
PLC. Thisis not plausible, because the logistic regression analysis (see Appendix
2) indicates that a 1.35 PLC would significantly increase the number of households
taking telephone service. Because we find strong evidence that a 1.35 PLC would
increase telephone subscribership, a similar impact on Lifeline subscribership is
also expected.

Second, if the coefficient on IncEligAbv125 from the Lifeline Regression were
plugged into the model, it would indicate that just 10% of those households that
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would become eligible would take Lifeline service, which seems far too low.
Currently, over 30% of eligible households take Lifeline service. While the
percentage of eligible households that would take Lifeline would surely decrease
as eligibility requirements were eased, there is no reason to believe that it would
drop by more than 2/3. Thus, adding a variable quantifying whether the state has
energy assistance as an eligibility requirement leads to results that are not
consistent with economic theory. That trial regression is therefore not used.’

Given that the coefficient on IncEligAbv125 ranges between 0.582 and 0.682 in all
the other trial regressions, that range is used in this study. Table 2.D uses the
results from the regression analysisto quantify the number of households that
would take Lifeline as aresult ofa 1.35PLC.

OLS regression was used using the statistical computer program Stata 7.0. The
regression outputs (below) show the significance of each coefficient.

* We note that there is some multicollinearity between the energy assistance variable and TotSup. As a practical
matter, if energy assistance is included in the regression and TotSup is removed, then the coefficient on IncElgAby 125
returns to normal levels and is significant.
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~———= Regression output

. reg %HHBelowOnePtFiveTakingLifeline IncElgabviz5 California TotSup
Source | SS df MS Number of obs = 51
————————————— o e F( 3, 47) = 19.64
Model | 1.5814108 3 ,530470301 Prob > F = 0.0000
Residual | 1.26974251 47 .027015798 R-squared = 0.5562
_____________ U Adj R-squared = 0.527%
Total | 2.86115341 50 .057223068 Root MSE = 16436
f Coef Std. Err t B> [t (258 Conf. Interval]
_____________ e RN, M E— e E—E e —— —— —
IncElghAbvl2s | ,5815073  ,3422222 1.70 0.09% -.106955 1.26997
California | 1.040881 L1B25073 5.70 0.000 ,6737233 1.408038
TotSup | L0166981 ,0102551 1.63 0.11¢ -.003%32¢ .0373288
Constant | -.0220947 .101384¢6 -0.22  0.B28 -.2260543 ,1818648

reg %HHBRelowOnePrFiveTakingLifeline IncElgabvlz5 California

Source | SS df MS Number of obs = 51
—————————————————————————————— 2, 48) = 27.19
Model 1.51978515 2 .759882577 Prob > F = 0.0000
Residual 1.34136826 48 .027945172 R-squared = 0.5312
——————————————————————————————————————————— Adj R-squared = 0.5116
Total 2.86115341 50 .057223068 Root MSE = ,16717
| Coef. Std. Err. t P>it| [45% Conf. Interval]
IncElgabv12S | .682112 ,3423391 1.99 0.052 -, 006207 1.370431
California | 1.045145 , 1856009 5.63 0.000 .67196986 1.418321
Constant | .1380132 .0251194 5.49 0.000 LOB75073 .1885162
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Technical Appendix 2

Background information for Table 2.G
(Would a 1.35 PLC for Lifeline increase telephone penetration?)

Below are the results of two logistic regressions. They show the effects thata 1.35
PLC for Lifeline has on telephone subscribership. Logistic regression 1 was used
for the study. Logistic regression 2 tested whether California’s self-certification
process for income-based eligibility increased telephone penetration among low-
income households.

Logistic regression 1 — Telephone Specification 1:

+0.189*X1 + - 753* X2 + .728* X3 + .521* X4 + .032* X5 +-0.326*
Y:1,(1+e_]_’l_09 521* X4 + .032* X5 +-0.326 XG])

Explanation of variablesfor Telephone Specification I.
Dependent variable:
Does the household have telephone service? (¥ = H_TELHHD)

The dependent variable is whether the low-income household has telephone
service. The data point for a household equals one if the household has telephone
service, and equals zero otherwise. The dataset is comprised of data from only
those households with incomes at or below 1.5 times the poverty level.

Independentvariables:

Is the household in a state with a 1.35 or less restrictive poverty level criterion?
(X; = SHI35BET)

If the household is in a state that uses a 1.35PLC for Lifeline (or if the state uses a
higher multiple of the poverty level), then SHI35BET equals one for that data
point; otherwise, it equals zero. Because the sample is restricted to only those
households that are at or below 1.35 times the poverty level, all data points for this
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variable will be either a “0” or “1”. Of these low-income households, 19.1 percent
live in a state with a 1.35to 1.5 PLC, and the independent variable SH135BET
equals 1 for these households. For the other 80.9 percent, the independent variable
SHI135BET value equals O.

This is the only independent variable used in the cost/benefit analysis, and
therefore the accuracy of its coefficient is of most concern. The coefficient on this
variable (0.189) is later used to quantify the increased probability that a low-
income household will take telephone service (or fraction of) as the result of a 1.35
PLC.

This quantification is accomplished as follows: When X, is changed, Y will
change. For an individual household, the change of X; from 0 to 1 models the
effect of implementing a 1.35PLC for that particular household. When modeling
the change nationally, X, is changed from.191 (19.1%, which reflects the fact that
19.1 percent of the sample households already live in a state with a 1.35PLC) to 1.
As aresult, Y changes according to Logistic regression 1 above (Y is interpreted as
a percentage—or probability —of households with telephone subscribership, and
ranges from 0to 1). When we change the “baseline” 19.1 percent of low-income
households (living in a state with a 1.35PLC) to the “new policy” 100.0 percent,
then predicted telephone subscribership among sample households increases from
88.3 percent to 89.8 percent.

Is the household a mobile home? (X; = MOBHOME)

If the household is a mobile home, then the MOBHOME equals one for that
datapoint; otherwise, it equals zero.

Is the household owned by the householders? (X; = OWNHOME)

If the householders own the home themselves, then OWNHOME for that data
point equals 1; otherwise, it equals zero.

Percentage d households who lived at that addressfor at least oneyear. (X, =
PCTONEYEAR)
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The data points for PCTONEYEAR equal the percentage of the adults in that
household that have lived at that address for at least one year.

Total value of household income (X5; =HTOWAL)

The data points for each household equal the household’s entire annual income
including the value of transfer (e.g., welfare) payments.

Is someone in the household onfood stamps? (X; =HFOODSP)

If someone in the household is on food stamps, then HFOODSP equals one for that
data point; otherwise, it equals zero.

For the results of this specification, see page 51, below.

Logistic regression 2 — Telephone Specification 2:

Telephone Specification 2 includes all the variables from specification 1, and
includes the variable California.

California. (CALIF)
If the household is in California, the variable equals one, otherwise, it equals zero.

For the results of this specification, see page 52, below.

Additional information about specifications 1 and 2
Price

None of the logistic regression specifications include the price of telephone
service. This is because the price that each household faces is unknown. Different
carriers offer service at different prices, and even within the same carrier, the price
of telephone service varies from city to city. Because the carrier that would serve
each household is unknown, price cannot be included in the logistic regressions.
Earlier research has shown that omitting the price of telephone service does not
affect the coefficients of the other variables in this logistic regression. This is
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because the coefficient on price would be tiny, so any “missing variable” bias
would also be tiny.*

Data sources

The data in this analysis are from the Current Population Survey of Households
(CPSH) from March 2000. CPSH data contain information on over 50,000
households. From these data, the relevant demographic information are extracted
for analysis, including: 1) whether the household has telephone service, 2)
household’s total income (including the value of transfer payments), 3) the poverty
level for that household (i.e., household earnings divided by state definition of
poverty-level income), 4) the state the household lives in, 5) whether the household
dwelling is owned or rented, 6) the number of adult members that live in the
household for at least one year, 7) the number of adults living in the household,
and 8) the list of subsidies the household receives, which included Federal Public
Housing Assistance (Section 8), Food Stamps, LIHEAP, Medicaid, and
Supplemental Security Income. The CPSH data also includes information on
whether or not the household has telephone service.

Household-level data are used

All the information is available for each household, so the analysis is conducted at
the household level; aggregating to the state level is unnecessary.

Logistic regressionpreferred to “standard’”OLS regression

Because the dependent variable is binary (a household either has telephone service
and is thereby assigned a values of one (1), or it does not and is thereby assigned a
value of 0 (zero), logistic regression analysis is preferred to a Linear Probability
model using Ordinary Least Squares (OLS). With binary dependent variables,

* The formula for calculating the missing variable bias can be found in many textbooks, including William H. Greene,
Econometric Analvsis, at 402 (3™ ed. 1997). Observation of the equation shows that if the missing variable is
uncorrelated with an independent variable, then the coefficient on that independent variable is unbiased. A regression
was run to see iftelephone prices are correlated with the variable SH135BET. The weighted average price for each of
the 41 states for which price data are available was created. The variable price was then regressed on the variable
SHI33BET. There was no correlation. (Seeindustry Analysis and Technology Division, Wireline Competition
Bureau, Federal Communications Commission, Reference Book, at 7-8 (2002).
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linear regressions can produce erroneous results, such as a household having more
than a 100% probability of taking telephone service, or a household having a
negative probability of taking telephone service. Both of these situations are
impossible. Logistic regression analysis avoids this problem, and is appropriate for
measuring saturation concepts such as telephone penetration. The following graph
illustrates the difference between the two approaches. In the following graph
(taken from the Internet), “linear probability model” refers to OLS regression
results, and Y (ranging from 0 to 1) refers to probability. *

Comparingthe LP and Logit Models

Logistic Regressicn Mode!

Y=g
A Prob‘ébztzty tiodel

Unfortunately, logistic regressions produce coefficients that are more difficult to
interpret than the coefficientsthat OLS produces. A few additional computations
are needed to use the coefficientsin the cost-benefit analysis. Therefore, Table
2.H is created, which uses the coefficients from the logistic regression to determine
the number of households that would have taken phone service in 2000 and 2004 if
a 1.35 poverty level criterion were instituted nationally. The number of
households that would take telephone service because of a 1.35 PLC is then
compared to the number of households that would take Lifeline in Table 2.1.

3 For more information on logistic regression analysis, see Damodar Gujarati, Basic Econometricsat 481-491 (2"" ed
1998).
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Quantifying logistic regression coefficients

In a standard regression analysis, the effect that a change in the independent
variable has on the dependent variable is relatively easy to measure because it is
linear. When using standard linear regression, a model is often expressed as
follows: Y =a+ b*X. Inthisequation, Y represents the dependent variable, “a”
represents a constant, and “b” is the coefficient from the regression which is
multiplied by the size of the independent variable X. The symbol A is often used
to represent the change in a variable.

The change in Y caused by a change in X is then represented like this:

AY =b*AX. Thus, the change in Y for a change in an independent variable is
simply the coefficient on the independent variable times the amount of the change
in that independent variable.

Because logistic regression analysis is not linear, however, the above calculation
cannot be made directly. Instead, two intermediate calculations must be made.
The first calculation quantifies the dependent variable using the mean values of the
independent variables. The second calculation quantifies the dependent variable
using the same means as in the first calculation, except that one of the independent
variables is setto the new policy level. The second calculation replaces the mean
of the independent of the variable in question (e.g., a policy variable) with an
appropriate value representing the change in the variable. If all states adopted a
1.35PLC, then the percentage of low income households living in a state with a
1.35PLC would move from 19.1%to 100%. So, in this case, the mean of
SH135BET (which equals 0.191) would be replaced with 1.00.

For both calculations, Y is calculated by the following equation:

Y = 1/(1 +e _[1.09+0,189*X, +-.753* X, +.728% X, +.521* X, +.032% X +-O.326*X6])

Table 2.H explains the calculations. The coefficient values from the logistic
regression are in column a. The means of the independent variables are in column
b. Column ¢ multiplies columns a and b. These products are often called the
“partial effects”. The partial effects are then summed to create a Z score. The Z
score is simply a shorthand way of representing a +b1*x1 + b2*x2 + ... When
evaluating the independent variables at their mean values, the Z score equals 2.025.
Y (the probability that a household will take telephone service) is then calculated:
Y = 1/(1+e-*), which equals 88.3%. This means that, nationwide, households with
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incomes below 1.35times the poverty level have an 88.3% chance of having
telephone service.

The second calculation is identical to the first, with one exception. Instead of
using the mean value of SH135BET, the mean is replaced by a 1. As discussed
above, this would be the case if all states have a 1.35PLC. Just as before, the
coefficients (column a) are multiplied by the means (column d) to produce the new
partial effect. Notice that for SHI35BET, the mean value of 0.191 was replaced
with 1.00. The new partial effects are listed in column E. These partial effects are
then summed to form the new Z score, which equals 2.178. Thisnew Z score is
then used in the calculation as before: Y= =1/(1+e-*). The new value for Y is
89.8%. This means that if all states adopted a 1.35 PLC, then 89.8% of households
with incomes at or below 1.35times the poverty level would have telephone
service. Thisrepresentsa 1.5 percentage point increase (89.8% - 88.3%) in
telephone subscriptionrates.

To determine the number of households in 2004 that would take phone service due
to a 1.35PLC, the difference inthe Y's (1.5%) is multiplied by the number of
households that are at or below 1.35times the poverty level. Projections made
using the CPSH data indicate that in 2004, there will be 17,433,000households at
or below 1.35times the poverty level. Thus, multiplying 1.5% (which equals
0.015) times 17,433,000 households equals 259,000 households. Thus, 259,000
households would take telephone service due to a 1.35PLC in 2004.

Restricted use of observations and variables

The logistic regression analyses uses only selected observations and variables for
good reason. One reason is to address a specific policy proposal from the Joint
Board. The Joint Board is recommending using a 1.35PLC. In order to determine
how such a plan would affect households at or below 1.35times the poverty level,
only those households with incomes at or below 1.35 times the poverty level are
included in this analysis!  There are 8,358 usable observations.

® Alternatively, the sample could be restricted to households at or below 1.33times the poverty level because there are
three statesthat have a 1.33 PLC. By includinghouseholdsat 1.34 and 1.35 times the poverty level, we are implicitly
assuming that those households are eligible for Lifeline even though they just miss qualifying for it. On the other hand,
restricting the sample to households at or below 1.33 times the poverty line would exclude many more households from
the sample in other stateswith a 1.5 PLC. It is not clear whether a 1.33 PLC restriction is better thana 1.35PLC.
Fortunately, the results are the same in either case. For both models, the coefficienton SH135BET is virtually identical
with either sample restriction.
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The number of state specific variables that can be included in the analysis is
limited because only 8 states have SH135BET equal to one. Therefore, including
additional state specific variables reduces the accuracy of the coefficient
SH1335BET, the important policy variable used to quantify costs and benefits.

Discussion of variables in the specifications
Assumption that effects of a 1.33PLC are indistinguishable from a 1.35PLC

As mentioned earlier, this study assumes that the effectsof a 1.33 PLC are
statistically indistinguishable froma 1.35PLC. Therefore, SHI135BET equals one
for the states that have 1.33 or 1.5 PLCs. There is no alternative to measuring the
effect of a 1.35 PLC because no states use a 1.35PLC.

Further, the fact that this analysis treats states with a 1.5 PLC the same as states
with a 1.33PLC is not problematic. This is because the households in the sample
are restricted to those that are at or below 1.35times the poverty level. Thus, all
the households in the sample will make the same economic choice whether the
state in which they live has a 1.33 (or 1.35) or 1.50 PLC, because the households
qualify for Lifeline under either criterion.

Inclusion of independentvariables

HFOODSP was included because it captures the concept of “poverty” in a way that
income alone does not. Participation in the Food Stamps Program is an indicator
of special household needs. Without a variable like HFOODSP to capture poverty
in a way that income alone does not, the coefficient on SHI35BET is negative and
insignificant, which is counter to a reasonable economic theory of Lifeline effects.

CALIFORNIA-UniqueEffects.

The CALIF (California) variable was tested as a separate variable in the second
logistic regression because it was included in the Lifeline Model. The hypothesis
Is that California’s policy of using self-certification for income-eligibility could
possibly have a unigue impact on telephone subscribershipthat is different than
other states. Just as California was singled out in the Lifeline subscribership
regressions, one might reason that the unique policy of California should also be
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reflected in the telephone subscribership analysis. The second logistic regression
examines the effects of accounting for California separately.

The results indicate that living in California does not have a unique effect on
telephone subscribership. The second specification shows that the coefficient on
CALIF is not significant, which suggests that California’s self-certification policy
does not statistically significantly increase telephone subscribershipamong
Californians (compared to other states) with incomes at or below 1.35 times the
poverty level.’

The inclusion of the variable California in the logistic regression has a large
erroneous impact on the primary variable of interest, SH135BET (whether or not
the household is in a state with at least a 1.35 poverty level criterion). If the
logistic regression includes the variable California, then the coefficient on
SH135BET is smaller and not statistically significant.8 If the variable California is
not included in the logistic regression, then the coefficienton SHI35BET is larger
and statistically significant, as expected. This larger SH135BET coefficient is
found because the Lifeline program has a somewhat larger impact on low-income
households in Californiathan in other states.

Furthermore, including a CALIF variable would compromise statistical accuracy.
Including the CALIF variable would lower the statistical accuracy of the income
criterion effect. Half of all households that live in a state with at leasta 1.35
poverty level criterion for Lifeline are in California, so accounting for California
separately would wrongly remove any influence California observations have on
the “national” coefficient for the variable SH135BET. The influence from
California observations should be included in the coefficient for SH135BET, and
so the 2nd model excluding the California influence (by includinga CALIF
variable) is not used.

" Because California has above-expected Lifeline subscribership, one might expect it to have above-expected telephone
subscribership among households at or helow 1.35times the poverty level. However, the data does not support this.
When responding to the CPSH survey, households have no incentive to misreport their income, so those households in
California that report their income as being below the |.35 times the poverty line most likely really are helow that
threshold. The result is that California telephone penetration follows that of the other states.

¥ Although the coefficient on SH133BET is still positive, it is not statistically significant. If SHI33BET is not
statistically significant, then it would he difficult to conclude that states having a 1.35PLC (or less restrictive poverty
level criterion) have any impact on telephone penetration.
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Because there is no compelling reason to account for California separately, and
because the coefficient on the variable California is not significant, households in
Californiaare not singled out in the analysis by including a separate CALIF
variable. Thus, the Californiavariable should not be included in the logistic
regression.

Total Lifeline support

The variable Total Lifeline support for the household is not included in the final
model for two reasons. (See discussion of “TotSup” from Technical Appendix 1.)
First, the total support that individuals within a state receive depends on the carrier
that would potentially serve them. Thus, although the amount of total support from
the largest carrier in the state was chosen, there would be a large number of
households for which the variable “TotSup” would contain the wrong amount of
support. For the majority of households in the CPSH data, the location of the
household is unidentifiable, so the carrier that would potentially serve that
household is also unidentifiable.

Second, when the variable “TotSup” was tried in the logistic regression, it proved
not significant. When “TotSup” was included, the coefficient on SHI35BET was
smaller, but was still significant.

The logistic regression was run using the statistical computer program SPSS
version 10. The regression analysis computer printouts are displayed below:
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Logistic Regression
Case Processing Summary
8 N Percent
Selected Cases Includedin Analysis I 8358 100.0
Missing Cases 0 .0
Total 8358 100.0
Unselected Cases 0 .0
Total 8358 100.0
Omnibus Tests of Model Coefficients
Chi-square df Sig.
Stepl Step 291.862 8 .000
Block 291.862 6 .000
Model 291.862 6 .0C0
-2 Log Cox & Snell Nagelkerke
Step likelihood R Square R Sguare
Predicted
H TE[HHD Percentage
Observed .00 1.00 Correct
Step1 H_TELHHD .00 0 1079 0
100 0 7279 100.0
Overall Percentage 87.1
Variables inthe Equation
B SE Wald df Sig, Exp(B)
Step MOBHOME | -.752823 109 47.273 1 .000 471
1 OWNHOME , 728299 .081 81.442 1 .000 2.072
PCTONEYR ,521155 077 45.929 1 .0c0 1.684
SH135BET ,189162 .089 4.523 1 .033 1.208
HTOTVAL 000032 .000 30.847 1 .000 1000
HFOODSP -.326141 .072 20.325 1 .000 722
Constant 1.091223 .086 160.887 1 .000 2.978
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Logistic Regression
Case Processing Summary
Unweighted Cases® Y Percent
Selected Cases Included in Analysis 8358 100.0
Missing Cases 0 .0
Total 8358 100.0
Unselected Cases 0 .0
Total 8358 100.0
Omnibus Tests of Model Coefficients
| chi-square df sig.
Stepl Step 293.757 7 000
Block 293.757 7 .000
Model 293.757 7 .000
Model Summary
| -2 Log Cox & Snel! Nagelkerke
Step likelihcod R Square R Square
1 6136.356 035 064
Predicted
H TE] HHD Percentage
Observed .00 1.00 Correct
Step 1 H_TELHHD .00 0 1079 .0
1.00 0 7279 100.0
Overall Percentage 87.1
Variables inthe Equation
Sfep  MOBHOME - 748590 110 46.727 1 .00¢ 473
1 OWNHOME 734320 081 82.599 1 .000 2.084
PCTONEYR 517551 077 45.218 1 000 1.678
SH135BET 083355 118 520 1 471 1.087
HTOTVAL .000032 .000 29.676 1 000 1.000
HFOODSP -.322910 072 19.905 1 .000 724
CALIF ,222716 162 1.887 1 170 1.249
Constant 1.095058 .086 161.649 1 .0G0 2.989
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SEPARATE STATEMENT OF
CHAIRMAN BOB ROWE, MONTANA PUBLIC SERVICE COMMISSION

Re: Federal-State Joint Board on Universal Service, Recommended Decision on Low-Income
Programs.

This inquiry developed a wealth of good ideas: Good ideas to increase awareness of
Lifeline and Link-up; to better match eligibility requirementswith need; to increase
participation; and to lower transaction costs while preserving accountability. Ultimately, all of
these ideas are intended to ensure that the programs better achieve Congress’s goals for them.

In very many instances, the Joint Board recommends that this compendium of good ideas
be used by the statesto tailor programs most appropriateto their specific circumstances. This is
very much a prudential, “cooperative federalist’” approach to achieving the programs’ purposes.
It encourages state creativity. To succeed, it will require greater effort and engagement from
many states, including my own. Specifically, it will require close coordination between state
public utility commissions, state and local human services agencies, the industry, and other
stakeholders.

Consistent with cooperative federalism, | hope this recommendation will also stimulate a
multi-directional dialogue, with states sharing successful strategies, and reporting back through
some efficient medium on their implementation of this recommendation in ways that will
provide useful information to the FCC and to others interested

| am pleased that the Joint Board gave this referral the same close attention it has
afforded the other important issues with which it has recently dealt.
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SEPARATE STATEMENT OF
COMMISSIONER LILA A. JABER, FLORIDA PUBLIC SERVICE COMMISSION

Re: Federal-State Joint Board on Universal Service, Recommended Decision on Low-Income
Programs.

An important aspect of the Federal Communications Commission’s (FCC) mission isto
ensure that telecommunications services are available to “all the people” of the United States. To
that end, the Low-Income Program has been designed to assist eligible economically
disadvantaged households that want, but cannot afford, telephone service by discounting services
provided by local telephone companies. | believe that this recommended decision, if
implemented, will improve the effectiveness of the program by addressing issues relating to
sustainability and accountability. | wish to thank my colleagues on this Joint Board for a
balanced and well-reasoned recommended decision.

| am optimistic that this recommended decision will ensure that those customers that need
assistance will be eligible to receive it by expanding the list of federal eligibility criteria; |
support their inclusion. The long-term sustainability of the program requires effective
accountability. Several states have taken such steps to ensure program integrity by utilizing
automated enrollment procedures both to add eligible households and to remove them when they
no longer qualify. | am pleased that this recommended decision has been used to highlight
successful strategies that states may consider implementing to improve participation in the
program. | am especially encouraged by the recommended decision’s proposal that would
require states to establish a verification plan. While | have doubts about the use of self-
certification as a means of verification, | trust that the flexibility recommended for state
implementation will successfully root out any waste, fraud, and abuse that may exist in the
program.
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SEPARATESTATEMENT OF
BILLY JACK GREGG, DIRECTOR OF THE CONSUMER ADVOCATE
DIVISION, PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

Re: Federal-State Joint Board on Universal Service, Recommended Decision on Low-Income
Programs.

According to the Commission's latest report on telephone subscribership, 95.1% of the
109 million households in the United States have telephone service." This is a remarkable
achievement. but it still falls short of the goal of universal availability and affordability of service
set forth inthe 1996 Telecommunications Act. The fact that 95.1% of homes are connected to
the telecommunications network means that over 5 million households in our country do not
have telephone service. Moreover, this number has remained persistent. Since 1990, the overall
number of households and the percentage of households with telephone service have grown,
while the number of households without telephone service has continued to range between 4.8
and 6.4 million?

The Joint Board and the Commission took action in 1997 to address the large number of
unconnected households in our nation by expanding the federal Lifeline and Link-Up programs.
Sincethat time 7.4 million households have been added to the telephone network and the
percentage of households without phone service has dropped.® Unfortunately, in spite of these
efforts and the efforts of the individual States, the number of households without phone service
remains high.

Poverty is obviously the primary factor limiting the ability of unconnected households to
join the telephone network. Low-income customers are significantly less likely to have
telephone service than are other consumers.* The federal Lifeline and Link-Up programs
provide numerous options to low-income individuals and families to overcome the cost of
obtaining and maintaining phone service. The Link-Up program will pay the lion's share of
local connection charges and provides for the waiver of all deposit requirements if a customer
opts for toll-blocking service. Once a household is connected to the phone system, the Lifeline
program provides substantial federal discounts off of normal monthly recurring charges, and
encourages states to add discounts of their own. In some cases, these discounts can represent
90% of a regular phone bill. However, federal and state programs to assist in the payment of
phone bills are of no use if a low-income customer cannot get phone service because of an
outstanding balance for unpaid local and/or long distance service.

! TelephoneSubscribershipin the United States, FCC Wireline Competition Bureau, IAD (Feb. 12, 2003), Table 1,
htip:/www. fee.gsov/Bureaus/Common_Carrier/Reports/FCC-State  Link/1AD/subs0702.pdf,

2 The number of households without telephone service last topped 6 million in November 2000 and has only dipped
below 5 million once, in March 2002. Id., Table 1.

7 1d, Table !

* The telephone penetration rate in households with annual incomes below $5,000 is 78.9%, rising to 99.3% in
households with annual incomes above $75,000. 1d., Table 4.
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| believe a large number of the 5 to 6 million householdsthat do not currently have phone
service, do indeed want phone service and can afford the discounted Lifeline monthly chargeson .
a going-forward basis. However, these customers cannot be connected to the network because
they have previously had phone service, lost it for non-payment of local and/or long distance
charges, and cannot afford payment of the unpaid balance. In short, the outstanding balances
from previous phone service for these low-income customers stand as a barrier to these
customers reconnecting to the telephone network.

In taking further action on modifying the Lifeline and Link-Up programs, | urge the
Commissionto solicit data from interested parties to documentthe number of customersthat
remain disconnected because of prior balances, and the number of qualifying Lifeline and Link-
Up customerswho are precluded from obtaining service because of outstanding balances for
local and/or long distance service. The Commission should also investigate whether changes can
be made to the Link-Up program to address these prior balances for local and/or long distance
service.” Such changes could include reconnection upon agreement by the qualifying customer
to pay off the outstanding balances over a period of months — for example, six months or twelve
months — in equal monthly payments. In return, the customer would be provided with Lifeline
service with mandatory toll blocking until the past due balance was paid off. The Commission
could also invite comment on whether it would be appropriate for the Link-Up program to pay a
set percentage of the past outstanding balances for local service, and whether such payments
should be contingent on state matching payments.

| applaud the work of the States, the Commissionand the Joint Board in attempting to
make the Lifeline and Link-Up programs more effective. | sincerely hope that the
Recommended Decision which we issue today will move these efforts forward. However, we
must never lose sight of the fact that our goal is to connect the unconnected and to keep phone
service affordable for everyone. We must continue to search out and eliminate programmatic
and structural impediments to greater participation in the telecommunications network by all of
our citizens. | believe expanding Lifeline and Link-Up assistance to address the issue of past
balances will go a long way toward eliminating a major hurdle faced by low-income customers
in attempting to become full participants in our globally connected society.

* | recognize that the Fifth Circuit has previously held that a rule prohibiting disconnections of local service for non-
payment of long distance bills exceeded the Commission's jurisdiction, absent additional justification. Texas Office d
Public Utility Counsel v. FCC, 183 F.3d 393,424 (5" Cir. 1999). The issue | raise now is the differentbut related issue
of whether the Commission may properly design a program to assist in reconnecting low-income customersto the
network. Such a program could involve partnering with Statesor providing inducementsto the Statesto reconnect
such customers.
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